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THE OUTLOOK 


Why Capital is Accumulating in America—Effect on Securities— 
Commodity Prices—Foreign Exchange—Stock Prospects 











The World of Finance No Longer a Unit 


ITHIN the last two months the prices of high-grade bonds have recorded 
advances of two to five points, speaking roughly. At first glance this ad- 
vance seems entirely illogical. The price of bonds depends on the supply 

of capital; and at the present time the world is simply burning up its capital at a 
rate never before known in history. How then can bonds advance? 

The answer is that the financial world is no longer a unit. In the past the 
market for capital has been a world market. A higher interest rate has readily 
attracted capital from one country to another or from one hemisphere to the 
other. The war has brought a great change in that respect. Europe has, it is 
true, drawn some American capital across the water, but not a large enough amount 
to absorb our surplus as fast as it accumulates. 

We are taking half a billion of the Anglo-French bonds. We have also bought 
other foreign bonds in smaller quantities from various nations, and our manufac- 
turers and exporters have granted Europe credits in connection with our big export 
business. The amount of such credits is not known, but we may hazard the guess 
that America has, altogether, loaned a billion dollars outside its own borders since 
the beginning of the war. 


Our Growing Wealth 


BUT the wealth of the United States is increasing at the rate of about $20,000,000,- 

000 a year, as nearly as can be deduced from the figures available. A part of this 
increase is due to higher prices for real estate, and therefore could not under any 
circumstances be available for investment in bonds. There is also a slow increase 
in our population, and this new population must of course have its share of the 
new wealth of each year. After these deductions have been made, however, there 
is still left $12,000,000,000 more or less of new wealth every year which the people 
of this country may use as they see fit. 

We may figure, therefore, that since the beginning of the war we have loaned 
to foreign countries on long-term bonds perhaps 5 per cent. of our accumulating 
wealth, while another 2 per cent., cone » has been loaned in the form of various 
short-term credits. We have loaned about $1,000,000,000 out of $12,000,000,000 
which we could loan if we chose. 
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How Securities Are Affected 


A LARGE part of the remaining $11,000,000,000, of course, will never reach the 

security markets. A great deal of it is spent in providing better living condi- 
tions for our people—bigger houses, better furniture, more costly clothing, more 
amusements; also in improving and adding to our industrial and agricultural plant 
—more elaborate machinery in factories, better farming implements, etc. But after 
all that, there is an immense fund out of our original $12,000,000,000 available for 
investments of various kinds. 

So far timidity has prevented it from flowing freely into securities. This is 
plainly shown by the tremendous surpluses of cash and deposits that have piled 
up in our banks. But little by little that timidity wears away and the idle money 
is put into stocks and bonds. 


How Far Will the Movement Go? 


So far the issues of new securities which would naturally soak up the greater part 
of the new capital thus available for investment, have been comparatively 
small. Hence the new money has had to go into existing securities or else lie idle. 
Not that our big corporations, and especially our railroads, do not need the new 
capital and need it very badly; but the high interest rates which they must pay, 
together with the paralyzing influence of the war, have prevented them from ap- 
plying to the money market for further large supplies. 
is is a condition which cannot last indefinitely. With the revival of indus- 
try the demands for new capital will increase. Interest rates will doubtless fall 
somewhat, so that the yield on long-term bonds will again get within hailing dis- 
tance of the rate for short-time money and commercial paper. On the other hand, 
we shall gradually become accustomed toa somewhat higher rate of interest. The 
deadlock between borrowers and lenders will be broken by concessions on both 
sides, and much larger issues of new stocks and bonds will be placed on the market. 
These new issues, as they come forward for attention, will divert capital which 
otherwise would have gone into bonds and stocks now listed on the exchange, 
and will therefore tend to check any rise in bond prices. It would be absurd, under 
such conditions, to expect a runaway bond market; but a reasonable and gradual 
appreciation in prices of high-grade bonds is certainly quite within the bounds of 
possibility. 





Line of Cleavage Will Continue 


T is the staggering character of the European conflict that introduces this line of 

cleavage between the two hemispheres. If Europe’s need for capital were 

within our comprehension, if any limits could be set to it, we should doubtless 
have little hesitation in sending our surplus abroad freely. 

But to the present conflict there seems to be no limit except the complete ex- 
haustion of one or both sides. It is not surprising that under such circumstances the 
American investor stops to think twice before betting his money on either horse. 
As to the security of the recent Anglo-French loan there can be no question; but 
how about the next loan—and the next? Where is it to end? No one attempts to 
answer that question. 

In this condition of darkness and uncertainty capital will not flow freely across 
the Atlantic. And indeed that is fortunate. Why should good American money 


be t in helping the nations of Europe exterminate each other? It should 

ch a apthe no great amount of it will be. Most of that big yearly surplus of cap- 

ital which accumulates in the United States will be used for the further develop- 

— of American industry—as in fact the Anglo-French loan is being indirectly 
now. 
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Rising Commodity Prices 


TTENTION is called elsewhere in this issue to the very sharp advance in com- 
modity prices during the last six weeks. There is no indication that this rise 
Las culminated. On the contrary it is entirely probable that a still higher range 
of prices will be reached. This is the natural result of war, as history shows us 
very plainly. ‘ 
While our general price-plane keeps rising we shall continue to have what we 
call “prosperity.” For we always consider ourselves prosperous when we have 
more dollars, even if the dollars will not buy any more. Our prosperity may be, 
and undoubtedly is even now, of a somewhat feverish and speculative character. 
It is hardly probable that it will lose that character as long as the war lasts. 
Prosperity resulting from such a rapid rise in prices is not well distributed. 
It is far greater in certain lines directly affected by the war than it is others not so 
affected. The cost of living rises, and those wage-earners who are not benefiting by 
the war business will soon find their expenses running away from their earnings. 


The Exchange Rate Rallies 


OW that the proceeds of the $500,000,000 Anglo-French credit are ready to be 
drawn upon, with a supplementary bank credit for perhaps as much as $150,- 
000,000 or $200,000,000 practically arranged, the foreign exchange rate has begun 
to feel the effects of the financing and the rate has rallied to above $4.70. It is re- 
ported that international bankers will make a strong effort to hold it near that fig- 
ure, 80 as to prevent the demoralization of rates which has resulted from uncer- 
tainty and from the constant speculation in exchange. 

There are only four ways in which the exchange rate can be permanently sup- 
ported: (1) Sale of foreign securities to us; (2) Sales of our securities now held 
by foreigners, or a permanent pledge of those securities to serve as the basis of a for- 
eign loan here; (3) Checking of our exports by increased manufacture of war 
supplies abroad and by greater economy abroad in the use of American goods; and 
(4) Increased exports from Europe to America. 

The last seems out of the question. All of the other three are possible, but it 
is doubtful if all combined can do more than retard the further fall of the ex- 
change rate. Banking credits and all other similar devices are merely palliatives. 
It may be possible, however, for a strong combination of bankers to hold exchange 
steady around $4.70 for a considerable time. 


The Stock Market 


HE stock market is showing an inclination to rest after its recent buoyancy. 

Sharp reactions have so far been confined to the war stocks, but activity in 
other issues has fallen off considerably and price fluctuations have become narrow. 

After such an extended advance as has occurred during the last year it is cer- 
tainly not unnatural that the market should stop for reflection. Prices have dis- 
counted business activity and the business activity is now here. The question then 
arises, “What is the next thing to be discounted?” And that is the question which 
investors now appear to be pondering. 

We are inclined to feel that it is a time for conservatism. After all, we must 
remember that we are in the midst of unprecedented events, when even trained 
financiers admit their inability to see clearly into the future. 








Securities must always be purchased to meet the require- 
ments of each individual. 


























Probable Effects of Peace on 


What If The War Should End? 


“War Stocks”—Secondary Re- 


sults of Cessation of Hostilities—Will Bond Prices De- 
clineP—American Doctrine of “Preparedness” and Its 
Logical Effect on the Tariff 





.By G. C. SELDEN 





HE Germans are talking about dic- 
tating peace in London and a 
prominent German statesman is 

quoted as saying that “It will mot be long 

before we will dance over the grave of 

England.” 

While these extreme views will hardly 
be concurred in by neutral observers, 
there is, nevertheless, a considerable pos- 
sibility that before long both sides may 
become convinced that neither can win a 
real victory and some sort of settlement 
may be arrived at. 

Vorwaertz, for example, has got itself 
suppressed again by asking why the Ger- 
man government does not tell the people 
what the war is all about anyway—why 
German soldiers, in a war of self-defence, 
are being constantly carried to new fields 
of conquest outside the fatherland; and 
why, the country having apparently been 
successfully defended, peace overtures 
should not now be begun. 

Undoubtedly these questions represent 
the opinions of a great body of German 
people whose views are not allowed open 
expression. 

On the other hand, the Allies have suf- 
fered heavier losses, in both men and 
money, than the Germans. German 
armies have opened a railway route to 
Sofia and Constantinople. If they are 
able to keep it open important exchanges 
of food, munitions and supplies will take 
place between Germany on the one hand 
and Bulgaria, Turkey and Asia Minor on 
. the other, which will be of decided help to 
the Teutonic cause. 

After fifteen months of war, the Allies, 
although completely masters of the sea, 
have scarcely been able to do more than 
retard the victorious progress of the 
Teutons on land. How long, and what 
expenditures of life and treasure would 
be necessary for them to win? Probably 











they have the men; but have they the 
money and the necessary courage and 
cohesion ? 

The entrance of Bulgaria into the con- 
flict has brought a new phase. It may 
mean an earlier peace than could other- 
wise have been expected. 

What would such a peace mean to 
American business and American secu- 
rities? 

First Results of Peace 

The first effect would undoubtedly ‘be 
a sharp drop in our “war stocks.” Pres- 
ent prices for these securities are based 
on abnormal war profits. The end of the 
war would mean the early end of these 
extra profits and therefore the end of 
prices based on them. 

Not that the whole of the spectacular 
advance in the war stocks would be lost. 
Whatever war profits these companies 
have made they will still have, peace or 
no peace, and to that extent they will 
be better off than before. For many 
companies these profits, even though tem- 
porary, will evidently form a very im- 
portant windfall. But a considerable part 
of the speculative inflation in these stocks 
has been based on the prospect for con- 
tinuance of the war, and deflation would 
come with peace. 

It is not probable that peace would 
have any immediate depressing effect on 
the securities of companies which have 
not been getting war orders. In the past 
all great wars have been followed by at 
least a temporary revival in business. 
Peace brings renewed confidence and a 
return to normal activities. 

Moreover, war leaves behind it the 
nécessity for a vast amount of recon- 
struction which must be done, even re- 
gardless of financial exhaustion. The 
industrial world of today cannot pos- 
sibly return to the methods of a century 
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ago, a congested population cannot sup- 
port life without railroads, machinery, 
factories, bridges, modern farming im- 
plements. 

It is reasonable to expect, therefore, 
that general business conditions in the 
United States will be maintained or im- 
proved for at least six months after peace 
is declared, perhaps longer. 


Later Results 


When we endeavor to look into the 
more distant future the problem naturally 
becomes much more difficult and any con- 
clusions must be to a great extent tenta- 
tive. 

We can see with some clearness certain 
factors which must work against busi- 
ness expansion. For one thing, de- 
creased exports and increased imports 
will be apparently a certainty. While the 
war lasts Europe must buy from us al- 
most regardless of prices, but with peace 
this stern necessity will be over. Our 
exports of war supplies and materials will 
soon cease or become very small. Europe 
will be poor, desperately poor, and after 
the rebuilding period mentioned above is 
over, she will buy from us as meagrely as 
may be. 

At the same time, Europe must then 
export heavily. To a very large extent 
that is her way of making a living. If 
she cannot export at high prices she will 
have to sell for what she can get. Our 
own price-scale is now high and is likely 
to grow higher rather than lower. 
Moreover, foreign exchange rates will be 
“in our favor,” as we say—but that will 
really mean in Europe’s favor when she 
is ready to export merchandise to us in 
quantity. At the present rate of sterling 
exchange, $1.00 here means about $1.05 
in London, so that the English exporter 
makes an additional five per cent. on the 
selling prices of goods shipped to us. 
With the return of peace this premium, 
even though reduced, would be a strong 
stimulus to the foreign exporter. 

This process of evening up our exports 
and imports will not permanently lessen 
our prosperity. On the contrary, profits 
from foreign trade must in the long run 
be mutual between the two countries con- 
cernel. The quantity of exports which 


can be paid for in gold by other countries 





If our export trade is 
to grow we must accept merchandise im- 


is very limited. 


ports in return. This is the path toward 
the highest commercial development not 
only for the world as a whole, but also 
for us as an individual nation. 

The difficulty is that the prosperity 
brought to us by our big excess of ex- 
ports, bought by Europe under the stress 
of necessity, is to a certain extent false 
and temporary. When the world is back 
on a permanent peace basis, these extra- 
ordinary exports must be at least partly 
balanced by imports; and this situation, 
when it comes, will temporarily cut down 
our sales. 

We must also be prepared for heavy 
gold exports. We cannot hold the great 
quantity of gold that is now being im- 
ported. It will help create credit expan- 
sion here, which in turn will maintain a 
high price-scale. 

On the other hand, it is likely that even 
heavy gold exports will not immediately 
pull down our prices, for our new bank- 
ing system permits our credit structure to 
stand on a much smaller base of gold 
than that which is now being held. At 
present we are simply flooded with gold. 
Much of it is idle and it will actually be 
beneficial to us to send it where it can be 
put to good use instead of carrying it in 
our vaults, a needless burden and ex- 
pense. 

Another obstacle to business expansion 
will be a higher interest yield on long- 
term bonds than that to which we were 
accustomed in the years preceding 1913. 
The yield on high-grade bonds is a func- 
tion of the world’s supply of capital and 
demand for it. The terrible waste of 
capital in the war will be felt for years 
thereafter. And of course a high inter- 
est rate on permanent investments tends 
to place a handicap on new enterprises 
and new construction for which money 
must be borrowed. 

I am not inclined to expect any further 
decline in the best bonds. They are al- 
ready on a high yield basis, and we must 
remember that war cuts down the de- 
mand for capital in industrial channels . 
at the same time that it decreases the 
supply. Also, war has the effect of turn- 
ing a good deal of fixed capital into 
more mobile forms. And still again, war 
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sternly checks all forms of extravagance. 

The result is that the highest bond 
yields generally come early in the course 
of a great war, and even before peace is 
definitely in sight bond prices begin a 
slow rise. 

But the rise will, in my opinion, be 
very slow, and I think that for some years 
to come we must count on a higher cost 
of capital than that which has accom- 
panied any of our recent periods of pros- 
perity except the present one. 


Offsetting Considerations 


None of the above factors will make 
for business expansion in the United 
States after the world has become read- 
justed to a peace basis; but the question 
next arises whether they will not be 
nearly counterbalanced by various off- 
setting considerations. 

For example, it seems probable that 
our loss of gold will be balanced by the 
greater credit possible under the new 
Federal Reserve system. In other words, 
we have always had more gold than we 
really needed. _ Probably we can spare 
all that Europe will be in a position to 
pay for with its merchandise. 

To some extent, also, we shall be able 
to substitute temporary credits for long- 
term capital, under the new system, so 
that higher long-term interest rates will 
interfere less with enterprise. 

Again, much permanent benefit is sure 
to result from the big business done dur- 
ing the war. The big profits earned from 
war orders and from the sale of our great 
crops abroad cannot be taken away from 
us, even though we may for the moment 
feel a little flat when they cease. These 
profits will put many a struggling in- 
dustrial company on its feet and add to 
many a farmer’s bank account. 

Another important. item is the prob- 
ability of our entering upon an extended 
program of preparedness for war. With 
the fate of Belgium before our eyes, we 
can hardly go on as at present. Heavy 


orders from our own Government would 
certainly tend to let the manufacturers 
of war munitions down easy when their 
present European market fails them. The 
Government would have to borrow in 
order to carry out such a program, and 
the expenditure of borrowed money tends 


to create prosperity while it is being 
spent, even though it increases the future 
burden of taxation. 

It would not be surprising if pre- 
paredness and other expenditures should 
make it necessary to raise the tariff on 
many articles, and this also would act as 
a stimulant, temporarily at any rate. 

A factor that may prove important will 
be the commercial antagonism that the 
war will leave behind it in Europe. The 
Allied Powers will almost certainly give 
our goods the preference over German 
goods after the war. In some lines this 
may make an important difference. It is 
easy to imagine, for example, that the 
British or Canadian soldier who has 
fought in the trenches will prefer not to 
buy German-made toys for his children 
after the war. 


Effects in Detail 


If we follow out the above analysis 
as affecting different classes of companies 
in detail we arrive at something like the 
following : 

War Order Companies.—A sharp fall- 
ing off in profits but better conditions 
than prevailed before the war. 

Other Industrials—Good business for 
a time after peace is declared, probably 
followed by a material reaction, but not 
by any severe depression. 

Copper Companies——Good business 
for a time after the war ends, followed 
by a considerable reaction owing to the 
checking of new construction. But 
eventually the demand for copper seems 
likely to increase compared with supply. 

Shipping Interests—A heavy foreign 
trade seems probable for several years 
after the war is over. The canal will help 
to increase ocean transportation. 

Railroads.—Gradual business improve- 
ment, doubtless with the usual irregulari- 
ties, but fairly consistent for a long time 
to come. 

The war found the United States near 
the end of eight years of reactionary 
business conditions, which had been 
several times interrupted by active 
liquidation. We had not far to drop. 
And the next broad swing is upward. 

Peace may be expected to bring read- 
justment and probably reaction, but not 
severe depression. 


























Kurope’s Golden Flood 


Where the Allies’ Millions Are Being Spent in America— 
What It Means to the Big “War Order” Companies— 
Investment Outlook for Some of the Prominent War 


Stocks 





By M. FREDERICK LEWIS 





ORE than one billion dollars have 
already been spent by the Allies 
in America for war supplies. 

This sum is so vast that it is beyond 
the human intellect to grasp entirely 
just what that amount of money 
means. That total does not include the 
five hundred millions which have been 
spent in Canada. Has Europe’s golden 
flood ceased, is it at its climax or has 
it hardly more than commenced? The 
answer is that as long as the war con- 
tinues the foreign nations must con- 
tinue to expend enormous sums in this 
country to keep the war going. 


The Munition Stocks 


But the “War Brides,” as the se- 
curities of those companies that are 
profiting from the avalanch of orders 
for war material that have poured into 
this country are dubbed, have recently 
lost considerable of the popularity 
which they for a while so completely 
possessed. The public has been warned 
by newspapers, magazines, bankers, 
brokers, in fact by nearly all con- 
servatively thinking people, to beware 
of these skyrocketing stocks, and the 
warning seems to have finally taken effect 
to a certain extent. Other securities are 
coming into favor, notably the stan- 
dard rails and the copper stocks. 
frequent nightmare of the holder of a 
war stock has been a sudden cesession 
of hostilities resulting in a dizzy drop 
in the securities of the munition com- 
panies. 

In considering war ‘stocks the great 
question now to decide is whether their 
present prices are justified even should 
the war last but a very short time 
longer. In other words, is it safe to 
consider any of them at present price 
levels a good buy for a long pull? It 


is almost unanimously agreed that a 
sudden peace will cause a decline in 
these stocks, but will this decline be 
temporary and will they justify their 
present value by a quick recovery? 
Those companies that were fortunate 
enough to get in early in the war order 
game were able to get cast iron clauses 
in their contracts providing against the 
cancellation of any of their orders. 
Bethlehem Steel stockholders, for ex- 
ample, have no cause to worry when 
the war will end as far as the com- 
pany’s present war orders of $250,- 

000 are concerned, for they cannot 
be cancelled. Such an event would 
simply mean for this company that no 
more such lucrative contracts would 
be forthcoming. 


Some Unjustified Advances 


At the present time for any one in- 
tending to purchase the war stocks for 
a long pull the greatest of discrimina- 
tion is necessary. It is nearly always 
the case that when a certain class of 
stocks have been marked out for 
bullish activity the worthless stocks 
are advanced under cover of the 
strength in stocks in the same class 
that deserve to advance on their 
merits. There have undoubtedly been 
many such instances in the present 
market. We will cite one as an 
example. M. Rumely Company se- 
curities were advanced to the accom- 
paniment of rumors of war orders, the 
common from about $4 to $14 and the 
preferred from $8 to $18. This ad- 
vance occured just previous to the an- 
nouncement of a drastic reorganiza- 
tion plan and there was never any 
justifiable reason for the rise, the com- 
pany having taken only a few insig- 
nificent war orders. Of course, when 
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the reorganization plan was announced 
prices immediately crumbled and have 
not been anywhere near that level 
since, 

Reported war orders have in many 
_instances proved to be greatly exag- 
gerated when compared with the of- 
ficial announcements. This has taught 
the public a well-needed lesson and 
unconfirmed rumors have much less 
weight now than in the early stages of 
the war stock boom. On the other 
hand war orders in some cases have 
been underestimated. Bethlehem Steel 
it was stated a few months ago had 
$70,000,000 orders on its books for mu- 


formation as to the present status and 
prospects of company is essential. In 
the case of several of the war stocks 
this information is available. Two of 
the most prominent of this group, 
Bethlehem Steel and Westinghouse, 
have officially announced their war or- 
ders and the investor can form a very 
fair opinion as to the future possi- 
bilities of both these companies. 


Bethlehem Steel’s Status 


Bethlehem Steel, as already stated, 
has war orders amounting to $250,- 
000,000, The company in years past 
has not reported the amount of its 








WAR ORDERS RECEIVED BY PROMINENT 
Company 
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*Unconfirmed. 


COMPANIES AND OFFICIALLY CONFIRMED 


War Order Common Stock 
<a $250,000,000 $14,862,000 
epaaeue 250,000,000 $10,975,000 
sted *100,000,000 20,000,000 
Susedian ie 000,000 **60,000, 
 whaeena 68,000,000 101,487,500 
<mndekes $68,000,000 5,000, 

: cicmeal 18,000,000 19,638,467 
Pevewean 7,000,000 35,000,000 
ae 20,242,000 10,000,000 
oeneseek 20,000,000 27,931,600 
PG” SP 7,500,000 17,762,500 
ccbdants 7,000,000 6,448,800 
gaceraah 38,000,000 20,000,000 
abate 20,000,000 508,302,500 
«5 inau 40,000,000 41,233,300 
eiaintalicaala 17,000,000 24,578,400 
Bees 7,361,000 30,000,000 


+Half of this order divided between N. Y. Air Brake and Westinghouse Air Brake. 


{Total common and preferred stocks. 
**Including convertible bonds. 


Preferred shares with common in dividends over 7%. 








nitions and would not be in a position 
to take any more for several months 
as it would be a physical impossibility 
to handle any additional business. At 
the time of this report Bethlehem 
actually had over $150,000,000 orders 
booked and shortly after accepted con- 
tracts for $150,000,000 more. 

While rumors or semi-official in- 
formation can often be acted on to 
advantage for a quick turn in the mar- 
ket, this sort of information must be 
given little weight by a proposed pur- 
chaser of a stock for a long pull. He 
cannot afford to take a chance that the 
information is inaccurate. Official in- 


gross business, but it probably in nor- 
mal times does not run much over 
$50,000,000. So that its war orders 
amount to about five times a normal 
year’s business. In the case of Bethle- 
hem Steel all war orders were taken 
on very advantageous terms. Prices 
were figured on a basis to yield profits 
of at least 30% after allowing 
for wide latitudes of costs. It has been 
the experience with many of the com- 
panies engaged in making munitions 
that the operations envolved have been 
carried on with much more facility 
than had been expected and that many 
allowances made for contingencies 
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have been generally 
Profits of some companies have 
been reported as running as_ high 
as 50%. When all this is taken into 
consideration it would seem conserva- 
tive to state that Bethlehem Steel’s 
profits on its contract will be at the 
very least 30%. Thus, if the war should 
end tomorrow, Bethlehem Steel, bar- 
ring unforeseen circumstances, should 
be able to extract a profit on its war 
business alone over the next two or 
three years of $75,000,000. This is 
equal to $500 a share on its 150,000 
shares of outstanding common stock. 
Of course, if the war should continue 
another year much greater profits are 
in prospect. 

Westinghouse Electric & Manufac- 
turing Co. has officially announced war 
orders on its books to the amount of 
$94,000,000. Of this total approxi- 
mately $49,500,000 represents the rifle 
business booked by its subsidiary, the 
New England Westinghouse Electric 
Co., and the balance of $44,500,000 con- 
sists of fuses, shrapnel and high ex- 
plosive shells. _ The rifle business is not 
subject to cancellation and at. leat 
$15,000,000 of the shell and fuse busi- 
ness is “firm.” Hence nearly $60,000,- 
000 of Westinghouse war business 
would be unaffected by a sudden peace. 
The 49,500,000 rifle contract calls for 
1,800,000 rifles and the profit is esti- 
mated at $10 a rifle or $18,000,000 
Profit from the shell order should be 
in the neighborhood of 30% or $13,- 
350,000. This makes a total profit on 
war orders received to date of $31,- 
350,000. When all the convertible 
bonds outstanding have been turned 
into stock there will be approximately 
$60,000,000 stock outstanding on which 
the profits on war orders, as estimated, 
will equal 52%, or $26 per share as the 
par value of the stock is $50. 

Large Orders Booked 

General Electric is known to have 
received a war order for $34,000,000 
with privilege of duplicating it, and 
has also taken considerable business 
for certain war material from com- 
panies unable to manufacture it. Just 
what profits General Electric will 


unnecessary. 


make on this business it is almost im- 
possible to estimate as a great part of 
it has been farmed out to other com- 
panies. The management has been 
extremely reticent as regards this 
business, probably because of labor 
troubles. One of the directors has 
been quoted as saying that the profits 
on the war business this year will not 
exceed $5,000,000. This would be equal 
to about 5% on the company’s stock. 
American Can has taken an order for 
$40,000,000 worth of shells. The com- 
pany will turn all these out itself and 
profit on the order is,estimated at 
30%, or $12,000,000, equal to 27% on 
the common stock. Its contract, how- 
ever, can be cancelled under terms 
which provide that American Can be 
paid for all expenditures made in con- 
nection with the order and given a 
small profit on each shell ordered. A 
sudden termination of the war, there- 
fore, would probably cut down this 
company’s prospective profit from war 
business to a considerable degree. 

American Locomotive received a 
$68,000,000 order for high explosive 
shells and shrapnel, but divided half of 
it between the New York Air Brake 
Co. and the Westinghouse Air Brake 
Co. The company is turning out shells 
at the rate of 7,000 a day and hopes to 
increase its outpyt to 9,000 shells per 
day very shortly. It is estimated that 
profits on the war business received to 
date will not run much over $6,000,000. 
As the company reported a deficit 
after dividents for the year ended June 
30, 1915, of $3,241,980, it is not to be 
expected that much of this will be 
available for dividends on common 
stock. There is $25,000,000 common 
outstanding. 

Submarine Boat has taken war or- 
ders for submarines and electric launches. 
Accountants who have gone over the 
books state that profits for the calen- 
dar year 1915 should reach $4,000,000 
and $10,000,000 for the year ended June 
30, 1916; $10,000,000 is equal to $12.50 
per share. It is estimated that orders now 
on the books will yield a profit over the 
next three years equivalent to about 

(Continued on page 277.) 
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What Thinking Men Are Saying 


About Financial, Investment and Business Conditions 





“John D.” Jr. on 
Co-operation 


APPARENTLY John D. Rockefeller, 

Jr., does not concur in the family 
policy of receiving the adverse comments 
of one’s critics in immutable silence. 
And he believes not only in talk but in 
action. His trip to the plants of the 
Colorado Fuel & Iron Co., did more to 
clear that troubled situation in a few 
weeks than had been accomplished in as 
many years previous. Telling of his 
graphic illustration to the miners of the 
relation between capital and labor he said 
in an interview which appeared in the 
New York World: 


“I explained to the men that when the table 
is level, when the corporation is level, you can 
pile up earnings. And then I asked them who 
got first lick at the earnings of the Colorado 

uel & Iron Company. I told them that they 
were the first to put their hands into the pile 
and draw out their share. Every two weeks 
as regularly as clockwork their wages had to 
be paid and were paid. Then I took some of 
the coins off the table. Next I told them the 
officers had to get their salaries, and that swept 
off some more of the coins. Then the directors 
got their fees, and the table was bare. I told 
them that that table must be the Colorado Fuel 
& Iron Company, for never in the fourteen 
years that my father and I have been inter- 
ested in the corporation have the common 
stockholders received a cent, not one cent of re- 
turn for the money put into the company, in 
return for the $34,000,000 invested. That made 
an impression on the men, because every man 
knows in his heart what is just. I told the men 
to put that in their pipes and smoke it—those 
were the very words I used—and then to judge 
for themselves if it tallied with what had been 
told them about the stockholders oppressing 
them and trying to get the better of them.” 

* 


Ripley Advocates Perma- 
nent Tariff Commission 


E P. RIPLEY, dean of American rail- 

* road presidents and head of the 
Atchison, recently attended a dinner 
given him in Chicago on the occasion 
of his 70th birthday. Like James J. Hill 
and others who are willing to tell the 
truth regardless of how it hurts, he has 


been accused of being a_ hardened 
pessimist. But now that the railroad 
situation is on the mend his critics are 
compelled to admit that his earlier pre- 
dictions have all come true. In a state- 
ment issued a short time ago on the nec- 
essity for a scientific revision of the 
tariff, Mr. Ripley said: 

“The country is facing a very critical situa- 
tion. A number of exceedingly important 
questions should be disposed of, and these 
should be given consideration immediately. 
One of the most important is the preparation 
to meet great industrial changes that will fol- 
low the war. As long as war orders pour in 
and there is money to pay the bills, we will 
get along without much trouble, but when the 
millions now under arms cease to be consum- 
ers and become producers, and waste of the 
war must be made good, the world will be 
called on to readjust itself to an entirely new 
condition, the elements of which we cannot 
clearly foresee. 

“It is physically impossible for a committee 
of Congress, with constantly increasing de- 
mands on their time, to either make necessary 
investigation or to give that full and careful 
consideration that the subject demands. Hence, 
all matters relating to gathering of informa- 
tion and classifying and reducing it to a con- 
crete, definite proposition should be done by a 
commission constantly in session and charged 
with no other duty. One of the first duties of 
Congress is to create a permanent non-partisan 
tariff commission, giving it broad powers for 
investigation, research, investigation of tariff 
complaints, with permission to make recom- 
mendations to Congress at any time. 

. * x 


The Choked-Up 
Railroads. 


N° more convincing sign of prosperity 

can be found than rail and water 
transportation lines pressed beyond the 
limits of their capacities. Speaking of 
the present congestion Professor Albert 
French Johnson of the University of 
Pennsylvania said at the annual con- 
vention of the American Manufacturers 
Export Association : 


“At present the railroads are quite unable to 
place alongside vessels traffic that is seeking ex- 
port markets. When export trade of the 
United States is 50 cent. above normal, 
and when inflow of imports, temporarily les- 
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sened by the war, is again approaching the 
volume it has averaged during recent years, the 
railroads are confronted with a general short- 
age of equipment and with serious congestion 
of traffic at practically all their seaboard term- 
inals. For months to come it will be im- 
possible for the railroads to provide shippers 
with adequate cars and terminal facilities.” 

According to the Railway Age Gazette more 
than 50,000 cars are tied up in the neighbor- 
hood of New York alone, and it is estimated 
that there are shipments ready for exportation 
from New York Harbor equal to five times the 
ship capacity. “If business conditions during 
the last two years had not been such that the 
roads were more worried about the large ac- 
tual number of surplus cars than about possible 
shortages af equipment, they might have had 
more money to buy more new cars before they 
were needed,” says the Gazette. “As it hap- 
pened, the revival of business has succeeded 
the long period of depression so suddenly that 
the large surpluses have melted away almost 
over night.” 

* * * 


Higginson on 
“Preparedness” 


N! ) American banker is listened to with 

greater interest than Maj. H. L. 
Higginson, of the firm of Lee, Higginson 
& Co., when he makes his rare public 
utterances. In a signed article in the 
Boston Herald, Maj. Higginson comes 
out for “preparedness” in no unmistak- 
able manner. He said in part: 

At last our nation seems to be awaking to 
the fact that we have fallen behind the times 
and are not ready to meet the world on “its 
own terms and in every respect. 

Within fifteen months the world has met a 

great surprise, and unless we Americans take 
to heart the lessons of the European struggle 
we shall suffer terribly and fail in the race. 
_ Our present army and navy are fair in qual- 
ity, but absurd in size. Both depend largely 
on the training of our men; and to that prob- 
lem our administration and Congress should 
at once apply their powers, be content to hear 
and to use the advice of experts, and to re- 
member that nothing should take precedence 
of this great task—no delay, no quibbling about 
“time enough” or “money.” We cannot tell 
about the time, and, by prompt action, we shall 
save millions of dollars. 

But it is not alone our lack of preparation 
for war that we are behind the times. Our 
people, with their intelligence and energy, have 
succeeded in their enterprises, and, when a 
new complication arises, usually say: “Oh, I 
guess it will come out all right.” We have 
largely trusted to luck. 

We may differ in our sense of national duty 
and honor, but we all value our homes and 
our women and children. Now that a sober 
mood is on us, let us think with care and with 


“but Down mar, | 

{ GUN SAM You 

\ MIGHT HURT Your} | 
SELF Wi? /T. 


~— 










full comprehension of all our faults and weak- 
nesses, and, having made our plans, let us act 
with decision. Let us urge quick action on the 
part of Congress. 

We are called a great nation. Let us prove 
our right to the name in every respect. 


* * * 


More American Millions 
for Europe. 


HE new $50,000,000 British credit is 

expected to be expanded to $100,- 

000,000 and according to London 
despatches perhaps to $200,000,000 : 

The London Post expresses the belief that 
the government has decided not to press gov- 
ernment remittances to the United States upon 
the exchange market at present. The commit- 
tee will be left free to handle the situation cre- 
ated by ordinary private trade transactions. 
Fred L. Kent, vice-president Bankers’ Trust 
Company of New York, estimates that approxi- 
mately $1,000,000,000 has been loaned by 
United States to a dozen foreign nations since 
outbreak of foreign war. 

* * * 
Capacity for Nearby Steel 
Deliveries Taxed to Utmost 
—Gary. 


Judge E. H. Gary, chairman of the board of 
the United States Steel Corporation, says that 
no special significance should be attached to the 
withdrawal of quotations for steel products in 
Canada by the corporation as the same con- 
ditions apply in regard to Canada as applied 
in regard to France last week. 

The withdrawal of quotations in France, 
says Judge Gary, was due to the fact that 
steel products for delivery in the near future 
had been sold up to maximum capacity. Until 
the general questions of supply and demand 
are carefully considered, he says, it will be 
impossible to tell the amount of surplus for 
sale, 
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Pres. Farrell of United States Steel Cor- 
poration says: “The steel outlook is very 
reassuring,” he says, “and I see no reason for 
fearing that general business improvement will 
not be permanent. I am quite sure that what 
may appear to be an abnormal activity will 
develop into a steady and sustained degree 
of prosperity.” 

* * 


“Railroads Victims of 
Commissions”—Lodge. 


Béston, November 17.—“The railroads, from 
being a peril and a corruptive force in politics, 
have now become the helpless subjects of 
Government commissions and too often their 
victims,” Senator Henry Cabot Lodge said 
today. He delivered a memorial address on 


Charles Francis Adams. 
* * 


Bulging Trade Balances 


STILL the trade balance continues to 

climb. A summary of each week’s 
exports and imports, compiled by the 
N. Y. Evening Post and published here- 
with shows how it has mounted in the 
last 20 weeks: 


Week. Expts. 
Nov. . -$81,242,924 
Nov. .. 64,286,785 
Oct. 
Oct. 
Oct. 
Oct. 
Oct. 
Sept. 
Sept. 
Sept. 
Sept. 
Aug. 
Aug. 
Aug. 
Aug. 
i 
uly 
July 
July 
July 


Exp. bal. 


Impts. 
$48,602,155 


se 

.- 67,744,000 
.. 67,749,531 
. 59,766,830 


22 
7,362,362 

17,674,214 

20,545,778 


32,908,191 

23,126,932 

29,896,465 
* 


.. 50,442,243 
* 


Among the Bankers and 
Brokers. 


RECENT marked improvement in de- 

mand for high grade bonds con- 
tinues and the tone of dealers in stocks 
and other securities continues most 
optimistic. Wall Street is enjoying times 
as prosperous as its history has ever 
shown: 


A. H. Bickmore & Co.: No one could have 
foreseen a year ago the phenomenal condi- 
tions that have catapulted the prices of so- 
called “war-order” stocks, then selling at 





—The World 


figures practically nominal, to such enormous 
heights. No one today can foresee the future 
in a situation that has already brought about 
an increase in the market value of forty such 
stocks estimated since the beginning of 
hostilities at over one billion dollars. No on 
with confidence in the prosperity and future 
of our nation can fail to appreciate the true 
significance of the enviable record of earnings 
established by our two great classes of publi 
service, our Railroads and our Public Utilities, 
during this period. With the inevitable arrival 
of the period of readjustment, will it be the 
old, old story of the familiar fruits of unwis« 
speculation under ephemeral conditions, 01 
will the investor embrace the opportunity that 
exists in the sound securities of our great cor 
porations, based on properties of known valu 
and demonstrated earning ability and in 
trinsically unimpaired by foreign liquidation 
and competition. 

Warren W. Erwin & Co. summarize pros 
perity indications thus: .1. Marked advance in 
wages and employment, with abnormally high 
wages for skilled mechanics. 2. Better demand 
for domestic dry goods than at any time sinc: 
1906-07. 3. Record demand for and output o! 
steel, copper, zinc, automobiles, ships, etc. 4 
Record crops being sold at prices to yield a 
record income. 5. Rising tide of traffic shown 
by congested terminals and ports and increase« 
demand for cars and ships, and by the re 
markable expansion in telephone and telegraph 
earnings. 6. High and rising prices for com 
modities. 7. Enormous expansion in banking 
loans and deposits, made possible by “the infla- 
tionary workings of the Federal Reserve bank- 
ing system” and by record imports of gold. 
8. Greatly improved credit and collection con- 
ditions. 
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THE SPECIAL DELIVERY. 
—Daily Financial America. 


KnautH, Nacnop & Kunne: The public is 


buying bonds in a way that suggests definite 
revival of investment confidence. It is the 
best bond market that we have had for many 
months, and with the disbursement in January 
of more than $200,000,000 in dividend and in- 
terest payments, the fund awaiting investment 
in the United States will probably reach record 
figures. The demand is both intelligent and 
discriminating. High grade bonds are advanc- 
ing and the supply is fast being depleted. The 
situation is the more remarkable when it is 
remembered that this market has had to absorb 
within sixteen months fully $800,000,000 of 
foreign-owned American securities, besides 
financing about $750,000,000 in loans and 
credits to the belligerent governments. 
Conditions are in sharp contrast with those 
existing a year ago when business was un- 
settled and the public greatly in doubt about 
the outlook. The chances are that the total 
crops of 1915 will represent the largest money 
valuation on record. 

Ricnarpson, Hit & Co.: The sustained 
strength and breadth of the trading in bonds 
during the late unsettlement in the stock list 
hardly could escape observation. Clearly, it is 
the speculator who has been frightened, not 
the investor, and with great reservoirs of 
money and credit as yet untapped, and a level 
of quotations below the normal, conditions 
seem ripe for greater activity in bonds, as 
confidence spreads to the more conservative 


sections of the investing public. The bull 
market of 1915 began in an isolated group of 
specialties. Steadily it has widened its area 
until now all classes of security holders are 
affected. Foreign complications are growing 
less formidable as obstacles to its progress, and 
more useful as correctives of occasional 
speculative excesses. While these charac- 
teristics prevail it is idle to attempt the placing 
of bounds on the duration or extent of the 
movement. 


SHELDON, Morcan & Co.: During the last 
few months a number of pools operating in 
stocks have been very successful and are at 
present looking to tie up under option large 
blocks of stock in which they believe are 
speculative opportunities for advancing prices. 
We still believe that the railroad stocks, which 
at present are being more or less neglected, are 
much safer and better purchases than the in- 
dustrial stocks with, of course, many excep- 
tions in the case of industrial stocks which 
have not recently been inflated on rumors of 
war orders and future earnings. But as a rule 
we believe the conservative policy to pursue 
swould be to take profits in all so-called war 
stocks and reinvest in good railroads, and while 
the war stocks may continue, for the time being, 
to advance, ultimately the railroads are bound 
to share in the prosperous era which the 
country is just entering. 


Baruch Brotuers: Will the market decline 
further before resuming its upward trend? 
This is a question now uppermost in the minds 
of many. The motives which prompt it are 
varied, but that which probably actuates the 
present hesitancy to go forward is based on 
the hope that a farther decline will be wit- 
nessed which would permit buying securi- 
ties to better advantage than ruling levels. 

According to established precedent, for a 
quarter of a century or more, security 
values have usually sustained a severe break 
the last week in November or during the 
early days of December. Those who predi- 
cate their commitments on this theory, 
however, lose sight of the fact that hereto- 
fore the rise in money rates at this period 
has been largely responsible for liquidation 
in the stock market. The present situation 
is one without precedent, and where for- 
merly the movement of the crops induced 
stringent money conditions, today money is 
abundant with rising markets in all prod- 
ucts, in steel, in copper, lead and zinc. 

The pendulum, which, swinging down- 
ward, marked the trend of commercial and 
industrial activities in the years of depres- 
sion through which we have just passed, is 
now turning upward indicating the dawn of 
a new period of prosperity which can rea- 
sonably be expected to remain with us for 
some time to come. 











Rising Prices the Feature in Business 
Average Commodity Prices Take a eg, pln and Copper Higher—Bank Clear- 
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THE predominating feature in business dur- 

ing recent weeks has been the rapid rise 
of commodity prices in nearly all lines. Brad- 
street’s index figure for November reached the 
surprising mark of 10.38, which compares with 
9.98 last month, 8.86 in November, 1914, and 
8.62 in June, 1914. This is an advance of four 
per cent. in one month and of 20 per cent. 
since the war began. 

In England the advance is naturally even 
more pronounced. The London Economist's 
index was 3371, the highest since 1866, and 
32 per cent. higher than July, 1914, before the 
war. 

Such sharp advances in prices afford a very 
strong stimulus to general business activity. 

The effect of higher general prices on our 
bank clearings is often overlooked. Bank 
clearings represent for the most part sales of 
commodities and of securities. Commodity 
prices have risen 20 per cent. since the war 
began and security prices have probably riseh 
about as much, on the average. This means 
that bank clearings must be also 20 per cent. 
greater in order to represent the same amount 
of business moving. 

In October, however, total bank clearings for 


the U. S. were 44 per cent. greater than for 
June, 1914, and clearings outside of New York 
were about 21 per cent. greater. October clear- 
ings are always larger than June, as a result 
of seasonal influences, especially outside of 
NewYork. 

It is evident therefore that, aside from the 
great increase in dealings in securities, which 
represent so large a part of the New York City 
clearings, there was, as late as October, no 
actual increase in the total amount of business 
moving (as measured in quantities, not in dol- 
lars), compared with June, 1914. 

The indications are that the activity will 
gradually spread to other lines not yet affected, 
but the fact that the business revival is based 
to so great an extent on the war and on war 
prices leads many observers to feel less con- 
fidence than they otherwise would feel in the 
permanence of our prosperity. 

Pig iron has been slow to feel the impulse. 
but in late October and November it has come 
forward sharply. Copper, after a long rest 
between 17 and 18 cents for electrolytic, is also 
again on the upward move. Higher prices for 
wool and woolen goods appear to be a cer- 
tainty, owing to scarcity of the raw wool. 


Average 


Average 


Per cent. 


Per cent. 


Money Rate 


Cash to 


Loans to 


Bradst’s In- 


Money . 
Rate English In 
dex of Com- 
modity Pcs 


3,371 
3,336 
3,296 
2,732 
2,684 
2,722 


2,576 


— 
York Clearing. 
house Banks.* 
91.1 
88.6 
91.7 
100.7 
100.4 
101.0 
99.4 


Deposits, New 
mercial Paper European Yor Clearing- 
New York. Ban house Banks.* 


5 17.8 
18.1 
20,4 
25.5 
26.0 
25.2 


25.9 


me Com- 

dex of Com- 

modity Pes. 
10.38 
9.98 
9.79 
8.86 
9.22 
9.47 
8.89 


*Affected by the new Federal Reserve System. 


Bank Clearings Balance of Gold 
of U. S. Movements 
—Imports or 


rts 
(Thousands) 
Im. $27,333* 
Im. 40,008 
Ex. 44,356 
Im. 4,907 
Im. 11,557 
Im. 118 


Business 
Failures, 
Total 
Liabilities 
Th 


ds) 


Balance of 

ae 
—Im 

~_ es 
(Thousands) 
Ex. $203,000+ 
Ex. 146,343 
Ex. 56,630 
Ex. 138,912 
Ex. 76,645 
Ex. 77,759 


Building 
tions, 
Cities 
(Th ds) (¢ 


Excluding 
N. Y. Cit 
(Millions) 
$7,404 
6,135 
6,125 
7,026 
7,007 
6,057 





of U.S. 
(Millions) 
1915... $20,144 
15,759 
11,734 
15,720 
17,146 
13,568 


$21,234 
14,740 
26,641 
20,651 
14,716 
17,088 


* etober, 
September, 1915. 
October, 1914... 
. 1913... 
= 1912... 
= 1911... 


42,971 
31,103 


*At New York. +Estimated. 

Production  U. S. Steel 
of Iron Co, Unfilled 
(Tons) Tonnage 

(Thous’ds). (Thous’ds)t 


Price of 

Electro. 
Copper 
Cents. 


18.5 
18.0 
17.5 
11.7 
15.2 
17.3 
12.6 


Wholesale 
Price of 
Pig Iron. 


-——Crop Conditions ———._ Babson’s 
ring Bond 
heat. Average. 

91.2 
88.2 
86.6 
Closed 
90.7 
96.4 
98.0 


Corn. Cotton. 


November, 1915 
October, 1915 

September, 1915 
November, 1914 


79.7 
78.8 
72.9* 
65.3* 
82.2° 
70.4* 


6,165 
5,317 
3,461* 
4,513* 
7,594* 
3,694* 


3,125 
2,853 
1,778* 
2,546* 
os ° 2,689* 
5 . 2,102* 


*October. 


60.8t 
73.5t 
64.1f 
69.6t 
71.1% 


94.6 

68.0% 
75.3¢ 
90.8% 
56.7¢ 


tLast day of month. tSeptember. 
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Vital Facts on Some Steam Railroad Bonds Which Possess 
Considerable Speculative Opportunities— Growing De- 


mand for This Class of Securities 


By WILLIAM RUTGER BRITTON 





Part Ill 


ATELY there has been an extraor- 
- dinary increase in the demand 
for steam railroad bonds. For 
some years this department of the in- 
vestment field has been neglected. As 
a result, public service securities, and 
industrial, municipal and Government 
bonds have been pressed forward by 
the bond houses to the exclusion of 
steam railroad bonds. The American 
public is reaching the conclusion that 
steam railroads of this country must 
be protected, so shrewd investors are 
gradually turning to steam railroad 
bonds. This is clearly a logical atti- 
tude to assume, and the advocates of 
bonds who are attempting to dispose 
of them by attacking steam railroad 
investment securities will soon realize 
that that view is narrow. 

Although steam railroad bonds have 
advanced in price, there are still many 
opportunities to purchase listed or 
marketable issues at prices yielding 
comparatively large returns. This 
series of articles is not a description 
of all steam railroad bonds listed on 
the New York Stock Exchange, but 
an attempt to point out some of the 
cheaper and lesser known issues. For 
instance, Union Pacific first 4s and 
similar bonds do not require any spe- 
cial investigation by an investor be- 
cause they are widely and favorably 
known. 

Fort Worth & Rio Grande First 4s. 

Fort Worth & Rio Grande first 4s 
are offered on the New York Stock Ex- 
change at about 65 at this writing. 
They are a first mortgage on about 


225 miles of railroad at $20,000 a mile, 
extending from Fort Worth to Me- 
nard, Texas. The country traversed is 
rich and productive from an agricul- 
tural viewpoint, but there were floods 
and crop failures, and then came the 
European War, which has impeded the 
movement of cotton and adversely af- 
fected the price of this commodity. 

It is not strange, therefore, that 
Fort Worth & Rio Grande first 4s have 
declined to an offering price of 65. 
The company is controlled by the St. 
Louis & San Francisco system, but is 
operated separately, and both com- 
panies are managed by receivers. Still, 
there has been no default on Fort 
Worth & Rio Grande first 4s and now 
gross earnings of the company are in- 
creasing, although net earnings are 
not. The next interest on the bonds is 
due in January, and having survived so 
many vicissitudes without defaulting, 
the assumption is warranted that Fort 
Worth & Rio Grande first 4s_ will 
emerge from the present unfortunate 
era for railroads without default. 
Whatever the outcome, these bonds do 
not seem dear at present prices and 
may be real bargains. 


Gulf & Ship Island First 5s 

Gulf & Ship Island first 5s are of- 
fered on the New York Stock Ex- 
change at 85. Originally there were 
$5,000,000 of these bonds authorized 
and outstanding, but only $4,327,000 
are now outstanding, the balance be- 
ing in the sinking fund. These bonds 
are a first mortgage on about 300 miles 
of railroad extending from Gulfport to 
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Jackson, Mississippi. At Gulfport 
very extensive and valuable terminals 
are owned, and the bonds are a first 
mortgage at less than $15,000 a mile. 
Following the first 5s, which are of- 
ficially called first refunding and ter- 
minal 5s, is a small issue of 6 per cent. 
bonds and $7,000,000 of stock. 

The Gulf & Ship Island Railroad car- 
ries large quantities of lumber and 
forest products and the expectation is 
that as the timber is removed, the soil 
being very rich, farms will gradually 
take the place of the removed timber. 
During the past two years surplus 
earnings have averaged $150,000 after 
payment of all charges. This is very 
satisfactory, considering the very un- 
favorable railroad conditions existing 
throughout the South during the past 
two years. Since the beginning of the 
present fiscal year net earnings have 
improved. Gulf & Ship Island first 5s 
should gradually work above 90 if the 
bond market continues to improve. 
The company is well managed. 


International & Great Northern First 6s 


Some day within a year Interna- 
tional & Great Northern first 6s may 
show a quick advance. At present the 
company is operated by receivers and 
net earning power so low that interest 
is not being earned or paid on $11,- 
000,000 of 5 per cent. notes, the prin- 
cipal of which has been overdue since 
August 1, 1914. These notes were is- 
sued several years ago when the com- 
pany was reorganized and are secured 
by deposit of $12,150,000 first refunding 
5s. The latter are part of an issue of 
$50,000,000 of bonds intended to pro- 
vide for future financing for many 
years to come. These notes, secured 
by the first refunding 5s, were au- 
thorized by the Texas Railroad Com- 
mission. Three years after this au- 
thorization the International & Great 
Northern was again operated by re- 
ceivers, so the authorization of a note 
or bond issue and the supervision of a 
reorganization plan by State authori- 
ties does not necessarily mean per- 
manent prosperity. 

International & Great Northern first 
6s are due November 1, 1919, and are 


dated 1879. Interest has always been 
paid promptly and the bonds were not 
disturbed during the last reorganiza 
tion. The bonds are a first mortgage 
on about 1,100 miles of railroad at the 
low rate of $10,000 a mile. The mile- 
age on which these bonds are a first 
lien includes a main line from Houston 
to Fort Worth and from Longview, 
Texas, a railroad center where connec- 
tions are made for St. Louis, Chicago 
and Memphis, and Laredo, Texas 
where connection is: made with the 
National Railways of Mexico. 

The mileage on which International 
& Great Northern first 6s are a first 
mortgage is very important. But earn- 
ing power is small because of low rates 
and the disturbed conditions in Mex- 
ico. However, in the last International 
& Great Northern annual report the re- 
ceiver expresses the hope that the 
Texas Railroad Commission will raise 
rates. This action must take place or 
the people and business interests of 
that State will suffer. The policy is 
insane and stupid for State authorities 
to dictate reorganization terms and 
conditions under which _ securities 
may be issued and then refuse to 
allow a company living freight and 
passenger rates. So the assumption 
is reasonable that provision will be 
made to care for the road. Then 
the first 6s will sell below a 5 per cent. 
return, based on present conditions. 
These bonds should today sell from 103 
to 105, if railroad conditions were nor- 
mal in Texas. 


Kansas City Southern 


Kansas City Southern first 3s of 1950 
are a first and closed mortgage on 
practically everything the company 
owns. They are a first mortgage on 
about 825 miles of railroad. The road 
extends from Kansas City, a very im- 
portant railroad and distributing cen- 
ter, to Port Arthur on the Gulf of 
Mexico. While the first 3s are a very 
safe security, bonds bearing 3 per cent. 
interest are not popular with investors. 

Kansas City Southern refunding and 
improvement 5s are a second mort- 
gage, direct or collateral, on the entire 
property of the company. 
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The first 3s are outstanding at about 
$34,000 a mile, so the refunding and 
improvement 5s~are preceded by that 
amount of debt. The railroad is well 
managed and in good condition. Divi- 
dends of 4 per cent. are being paid on 
$21,000,000 of preferred stock. 

Lake Erie & Western 

Lake Erie & Western first 5s are of- 
fered on the New York Stock Ex- 
change at 95. These bonds were issued 
in 1887 and are due 1937. They are 
first mortgage at about $10,000 a mile 
on more than 700 miles of railroad 
including lines from Sandusky, Ohio, to 
Peoria, Illinois, and from Indianapolis 
to Michigan City, Indiana. 

Control of the Lake Erie & Western 
is held by the New York Central Sys- 
tem. The former has shown deficits 
for some years and is not, even during 
prosperous times, regarded as a strong 
property. 

Following Lake Erie & Western first 


5s are $3,625,000 of second 5s of 1941. 
The latter are a second mortgage at 
$5,000 a mile and are offered on the 
New York Stock Exchange at 75. 


Louisiana & Arkansas 


Louisiana & Arkansas first 5s are of- 
fered on the New York Stock Ex- 
change at 91%. These bonds were is- 
sued in 1902 and mature 1927. They 
are a first mortgage on 250 miles of 
railroad from Hope, Arkansas, te 
Shreveport, Texas, together with vari- 
ous branches. The bonded debt is 
about $20,000 a mile and the bonds 
originally were offered at 105 in 1902. 

For the fiscal years ended June 30, 
1914 and 1915, fixed charges absorbed 
approximately $335,000 each year and 
there were surpluses averaging almost 
$200,000 each year. So these bonds are 
fairly well protected from the view- 
point of surplus earnings. However, 
net earnings since June 30, 1915, show 
a considerable decrease. 


(To be continued.) 








Enough Is Enough 


NE of the old habitues of Wall 
Street knew Bethlehem Steel was 
high when it crossed 50, and was at 
dizzy heights when it sold at 100. Roll- 
ing up his sleeves he proceeded to go 
for it. He began easy at 105 to 110, 
but the transactions at 125 to 145 were 
of such large volumes that he became sus- 
picious, took a considerable loss, and 
waited for higher prices. 
\t 200 the stock was reasonably quiet 
and he strolled into a broker’s office in 
Saratoga to feel the tape again. He 


sold 100 Bethlehem at 200 with a stop 
loss order at 205. Before he could turn 
around, back came the wire from New 
York. “Sold 100 Bethlehem at 200, 
bought 100 at 205.” Then he became 
real mad. The market was certainly 
tricking him. He sold Bethlehem every 
5 points up to 250 and then above 250 
he covered—with a loss of more than 
$100,000, and went back to his business, 
which pays him over $200,000 a year. 
But Bethlehem Steel at 300 and 350 had 
thereafter no temptations for him. 








prosperity, but cannot create it. 


It is a slow out- 


C ONFIDENCE is necessary for the maintenance of 


growth rather than a direct cause. 


Unless confi- 


dence is based on sound premises it injures more than it helps 


in the long run. 











When a Railroad “Goes Broke” 


What Happens When the Receiver Steps In—How the Re- 
ceiver Is Appointed and’ What His Duties and Powers 


Are 





By ALEX M. TOWNER 





NE of an investor’s most perplexing 
problems is the proper disposition 
of his or her bonds in a reorganiza- 

tion. Frequently the question is asked, 
“What are my rights if I fail to deposit 
my bonds?” This series of articles is an 
attempt to answer this and similar ques- 
tions. 

In order to properly understand the 
problems presented by a reorganization, 
investors should comprehend the nature 
of a receivership. A steam railroad sys- 
tem, for example, is really a very com- 
plicated mechanism. Trains run night 
and day, perhaps thousands of persons 
are employed, various states may be tra- 


versed, and different sections of the road 
may be mortgaged under a dozen or 


more indenturers. It sometimes happens 
that a railroad company, because of fall- 
ing earnings, inability to extend maturing 
note issues, frequent train wrecks, or 
other causes, becomes unable to pay its 
bills. In the parlance of the day, it “goes 
broke.” 
The Receiver 

When this condition, commonly known 
as insolvency, is reached, a receiver, or 
receivers, are appointed. This means that 
as a steam railroad is a public necessity 
and cannot suspend operations, the rail- 
road throws itself upon the protection of 
the courts and the judge appoints some 
one to represent him to operate the road. 
The receiver is an officer of the court and 
the theory of the receivership of a steam 
railroad is that the receiver simply pro- 
tects the rights of every creditor until 
such time elapses that all the creditors 
can get together and satisfactorily ad- 
just the rights of everybody involved. 

A receiver, acting as the direct repre- 
sentative of the court continues to operate 
the road but reports directly to the judge 
who appointed the receiver. He becomes 
the real boss of the railroad. Mean- 


while the company continues in legal 
existence but the directors have no power. 
None of the old officers possess an) 
powers unless they are re-appointed or 
chosen to represent the receiver. For 
instance, the former president may be ap- 
pointed receiver, but if not the receiver 
may appoint the president as the chief 
operating officer. In that event the latter 
reports to the receiver and not to the di- 
rectors. 
Receivers’ Certificates 

Assuming that a railroad becomes in- 
solvent and a receiver is appointed, the 
latter operates the road to avoid any in- 
terruption in freight or passenger traffic, 
in order that the public may not suffer. 
The receiver may find the railroad in bad 
physical condition and may ask the court 
to authorize the sale of receiver's certifi- 
cates to obtain money for purchasing 
rails, rolling stock and other needed 
equipment. Sometimes receiver's certifi- 
cates are a first lien on a road and often 
are a junior lien, ranking after mortgage 
bonds. 

Next let us consider the position of 
bondholders after a receiver has been ap- 
pointed. Let us suppose the road has 
1,000 miles of mainline and 500 miles of 
branch lines. Let us suppose that 500 
miles of the mainline are covered by 
Northern Division first 5s and the other 
500 miles of mainline are covered by 
Southern Division first 5s. Then the 
500 miles of branches are covered, for 
example, by five different issues, each a 
first mortgage on 100 miles. So far we 
have two main line first mortgage issues 
and five separate divisional first mort- 
gage issues. Then usually follow some 
general mortgage or refunding mort- 
gages which are simply second mortgages 
on the entire mileage. And besides these 
obligations there are usually equipment 
trusts, notes secured and unsecured, and 
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a floating debt. Sometimes there are 
debentures but always _ stockholders. 
There are necessarily a very large num- 
ber of claims against a railroad company 
for damages to freight and passengers, 
etc. Then, too, companies have a multi- 
tude of unpaid bills against them for 
wages, salaries, supplies and various 
other obligations. 

So, when a steam railroad company is 
placed in charge of receivers, there are 
many complications. Investors should 
understand this or they will not com- 
prehend the nature of reorganizations 
and this is necessary since one-sixth of 
the steam railroad mileage of the coun- 
try is operated by receivers. 

\ssuming the appointment of a re- 
ceiver for our fifteen hundred mile rail- 
road, one of the receiver’s first acts is to 
issue an order retaining practically all 
employes. They thereby become agents 
for the receiver. The custom has become 
rather general to appoint two or three re- 
ceivers for a large property. One re- 
ceiver is usually an experienced railroad 


operating man, a second receiver usually 
has legal training, while a third receiver 
may be chosen for financial ability, or be- 
cause he is some useful or influential per- 
son in the territory served by the road. 

Investors should know something of 
the situation immediately prior to the ap- 


pointment of receivers. Sometimes the 
earnings of a railroad will decline steadi- 
ly. This impairs the company’s credit. 
Concerns accustomed to selling supplies 
to the road begin to make enquiries and 
perhaps curtail credit. The corporation’s 
stocks and bonds begin to decline in the 
market. Various rumors start and the 
financial publications begin writing arti- 
cles regarding the company’s annual defi- 
cits. So a steam railroad receivership 
rarely comes unexpectedly. 


Harriman and Erie 


Sometimes the outcome is contrary to 
expectation, as when E. H. Harriman, 
with supreme faith in the future of the 
Erie Railroad Co., suddenly advanced 
tunds to retire a block of maturing notes, 
thus averting a receivership. Wall Street 
had arranged for a funeral and the under- 
takers had probably been chosen. 

Investors must also understand that 


most of the bond issues of steam rail- 
roads have been sold or marketed by 
bankers and brokers in various financial 
centers, large and small. These firms or 
corporations are accustomed to keep in 
very close touch with the affairs of such 
companies whose securities have been 
sold by them. 

Long before receivers are appointed, 
the prospects or certainty of impending 
trouble are rather well known and usually 
discounted. But meantime, the banking 
houses controlling or interested in the 
road have not been idle. Numerous con- 
ferences doubtless have been held be- 
tween the officers and the bankers. Des- 
perate attempts may be made to avert 
trouble. The bankers may have loaned 
the company money to meet pressing nec- 
essaries. This often happens. Many 
times bankers buy the mortgage bonds of 
shaky railroads from a sense of duty and 
sometimes in a spirit of speculation. The 
history of notable attempts to keep alive 
dying railroads would throw interesting 
sidelights on the varying motives of 
human nature. 

When the probability of a company be- 
coming bankrupt and seeking protection 
of the court is very strong, the personnel 
of the receivers becomes very important. 
Their appointment often occasions con- 
siderable friction among the various in- 
terests involved. To understand the 
reason for this investors should consider 
the human factor in a railroad manage- 
ment. The difference between solvency 
and insolvency is very often in a single 
man, a president or say some great oper- 
ating vice-president. A large steam rail- 
road system is a very complicated indus- 
trial mechanism. One railroad, for in- 
stance, carries a ton of coal hundreds of 
miles at the rate of about one-third of a 
cent a mile. An ideal railroad president 
is a rara avis. He must be born, else with 
the hundreds of thousands of railroad 
men in the United States, good presidents 
would not be so scarce. 


Good Receivers Scarce 
As ideal railroad heads are scarce, so 
are good receivers hard to find. 
Reasons why there is often consider- 
able friction when receivers are appointed 
are many. A good operating man is 
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required. Then as a receivership involves 
many legal entanglements, a man with 
legal training is frequently considered 
necessary. Not only are such men diff- 
cult to get, but investors should under- 
stand why the personality of the receivers 
concern so many people. Suppose, in 
the case of the fifteen-hundred mile rail- 
road used to illustrate this article, Blank 
& Co. have sold all the first mortgage 
bonds on the Northern Division. Blank 
& Co. or their customers own these bonds. 
Members of the firm having scented 
trouble may have taken steps to precipi- 
tate a receivership in order to obtain the 
appointment of receivers friendly to 
them. Perhaps the president is friendly 
towards Blank & Co. If Blank & Co. 
can get the president appointed receiver 
he may spend large sums of money on 
the mileage covered by Blank & Co.’s 
bonds. Perhaps he will neglect to main- 
tain the branch line mileage, thus pro- 
tecting the mainline mileage. Or better 
still, when the receiver friendly to Blank 
& Co., wishes to sell receiver’s certifi- 
cates, he will favor in every way their 
sale to Blank & Co. so this firm can make 
a profit reselling them to the public. Or 
perhaps Blank & Co. may have sold va- 
rious equipment trusts and a friendly re- 
ceiver will be careful to provide funds 
for their prompt payment. 

But suppose Smith & Co. own or have 
sold some of the first mortgage bonds on 
a division of the road and, for example, 
our fifteen-hundred mile railroad is in 


Kansas. Mr. Smith in early life may 
have lived in Kansas and perhaps the 
judge and Smith may have been school- 
mates. So Smith leaves for Kansas and 
induces the judge to name two receivers 
Smith reasons thus: Blank & Co. are in- 
fluential and the president is a first-class 
operating man. But the president favors 
Blank & Co. Therefore if Smith can in- 
duce his old friend the judge to appoint 
some mutual friend this will help Smith. 
Perhaps a good lawyer is chosen and 
Smith naturally feels the second receiver 
will look after Smith & Co.’s interests 

Again the judge may wish to appoint 
some mutual friend and so a compromise 
is reached and the three receivers ar 
appointed. This means that all interests 
are more or less satisfied. Sometimes 
the stockholders are represented by a re- 
ceiver and occasionally the judge appoints 
some one not known to those interested 
in the road. 


The Reorganization Committee 


Receivers having been appointed, the\ 
remain in charge of the railroad until 
discharged by the court. Meanwhile re- 
organization committees are formed and 
later a reorganization plan is formulated 
When this is put into effect, the road 
may be reorganized with or without a 
foreclosure sale. When the process of 
reorganization is completed the railroad 
is conveyed to the new corporation which 
means that the stockholders and directors 
are again in full control. 








ONVERTIBLE bonds have been characterized as 


“investments with both a balloon and a life-saving 


attachment.” 


They are among the most attractive 


forms of investment because of this combination of invest- 


ment and speculative features. 























Bond Inquiries 





International Marine Bonds . 


W. J., Newton Centre, Mass.—The present 
reorganization plan of International Mercantile 
Marine is unlikely to go through. Owing to 
the large earnings of the company due to the 
war, the bonds are in a very strong position 
and we advise you to hold them as there are 
possibilities of their being retired at par. 


Tennessee Copper Convertibles 


R. G., New York City—We are of the opin- 
ion that the Tennessee Copper bonds are a very 
attractive form of investment with good specu- 
lative features. If you are in a position to do 
so we believe that it will prove profitable to 
you to exercise your rights amd take up the 
bonds. 


Investment Versus Speculation 

H. A. K., New York City.—In switching from 
your bonds to Anaconda stock you are stepping 
from the investment into the speculative ranks. 
Whether you wish to make this change is a 
matter that you alone can decide. If the bonds 
represent your surplus capital, i. e., money that 
you do not absolutely require to yield you in- 
terest for living expenses the switch might be 
justifiable, otherwise we would strongly recom- 
mend that you remain an investor. 


St. Paul 4%s 


C. G.,. Seattle, Wash.—Chicago, Milwaukee 
& St. Paul convertible 4%4’s 1932 are subject 
to the $179,370,000 prior liens of the general 
and refunding mortgage. They are convertible 
at par into common stock after June 1, 1917, 
and prior to June 1, 1922. These bonds were 
originally debentures, but are now secured, in 
accordance with the requirements in the in- 
denture and by terms of the general and re- 
funding mortgage, equally with the two other 
debenture issues and with all bonds issued 
under said general and refunding mortgage. 
There are six issues of 5 per cent. bonds by 
this road. If you will indicate specifically the 
one to which you refer, we will be able to 
advise you more intelligently. 


Central Leather 


T. C., Montrose, Pa—We regard Central 
Leather’s bonds as good securities and think 
your plan in selling your stock and re-invest- 
ing in the bonds is sound. In view of the fact 
that no one in these times can hope to look 
ahead more than a day at a time and sometimes 
not even that with any degree of certainty as 
to what may happen, we must ask to be ex- 
cused from advising you just when you should 
sell your stock. 


Mason City and Fort Dodge 


B. S., Wilkinsburg, Pa—We think Mason 
City & Ft. e Ist 4’s are reasonably safe 
and cheap at 65. These bonds are a first 


mortgage on about 375 miles of railroad, 
largely mainline, of the Chicago Great West- 
ern system. There are $12,000,000 outstand- 
ing and they enjoy fair marketability. The 
Chicago Great Western has just declared an 
initial dividend on its preferred stock and ap- 
parently the future of the Chicago Great 
Western is assured. 


Atlantic and Birmingham 


W. B., Portsmouth, N. H.—About $4,000,000 
of the Atlantic & Birmingham first 5’s of 1934 
are outstanding and they are limited to $12,000 
a mile. These bonds are a first mortgage on 
300 miles of railroad which, in some respects, 
is the most important mileage of the Atlanta, 
Birmingham & Atlantic system. This system 
is operated by a receiver and receiver’s cer- 
tificates are overdue, but there has been no 
default on Atlantic & Birmingham first 5’s. 
The receiver's certificates rank after the At- 
lantic & Birmingham first 5’s. 

As_ railroad conditions are improving 
throughout the South, the prospects of the At- 
lanta, Birmingham & Atlantic system should 
improve, and we should think that this is a 
wrong time for holders of these bonds to sell. 
It might be a better time to average by buy- 
ing bonds at current quotations, which are 
about 60 to 75. 


Short Term Securities 


S. B: D., Los Angeles, Cal.—There is an 
extraordinary demand for short-term secur- 
ities, particularly obligations maturing next 
year, and if it was positively sure that Chi- 
cago Elevated Railway first 5’s would be 
paid they would not be selling at the pres- 
ent price of, say, 94, which is a very heavy 
discount for a bond due in less than eight 
months. Some of the large banking institu- 
tions in Chicago and New York are over- 
loaded with money and are buying short 
term investments as low as a 3 per cent. 
basis, so such banks would quickly buy 
Chicago Elevated Railway first 5’s at 94 if 
there was certainty of prompt payment 
This does not mean, however, that these 
notes will not be paid, because frequently 
there is an uncertainty as a note nears ma- 
turity. We think you should distinguish 
between buying a high-class short-term obli- 
gation and one whose payment is apparently 
doubtful. Chicago Elevated Railway first 
5’s may be very good speculation. 


Chicago and Western Indiana: 


N. P., Boston, Mass.—We consider all of 
the short-term notes mentioned by you rea- 
sonably safe. 

The Chicago & Western Indiana Railway 
is a terminal property in and about Chicago, 
giving entrance to that city for a number of 
railroads. The stock is controlled by some 
of these companies and is not on the market. 
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American Express—Has It 


“Come 


Back”? 


Story of the Decline and Rise of a Great Industry—Reaching 
Out for New Fields—Present Status of American Ex- 
press and Investment Position of Its Stock 





By WALTER McNAUGHTON 





HE American Express Company 
stock sold at 125 on Nov. 15. This 
is the highest figure reached since 

the Interstate Commerce Commission’s 
investigation of express company rates 
and practices. It marks a recovery from 
83, the level touched March 1, 1915, and 
the lowest price in twenty-five years. The 
highest price of record for American Ex- 
press stock was 320 and was achieved 
during 1910, in the full tide of express 
company prosperity, while the low for 
that year was 230. The stock was then 
upon a 12 per cent. dividend basis. 

Towards the end of 1910 rumblings 
began to be heard of a probable investi- 
gation of the affairs and inter-relations 
of the large express companies, while the 
friends of a government parcel-post 
service, modeled after that of some of 
the European governments, began to 
renew their agitations at Washington. 
These forebodings and activities were re- 
flected to a noticeable extent in express 
company security prices during 1911, and 
American Express stock ranged between 
a high of 255 and a low of 201. 


High Tide in the Company’s Affairs 


In the following year (and it was in 
December of that year that the investi- 
gation .was begun) the highest point 
reached by American Express was 225, 
while the low was 160, a level which had 
not been touched since 1900. The in- 
vestigation was stretched over a period 
extending well into 1913 and wound up 
in the imposition of a Commission-de- 
vised set of interstate traffic rates which 


were a flat 16 per cent. lower than the 
general schedule under which the several 
express companies and American Ex- 
press had been operating. Radical 
changes were also made in their system 
of general transportation practices. The 
lower rates became effective February 1, 
1914, while the changes in practices be- 
came operative some months earlier. 
Prior to the investigation, except for the 
periodical agitation in the lobbies of con- 
gress by the enemies of the express com- 
panies who were mainly the friends of a 
government-owned package _ service, 
everything concerning the express com- 
panies was more or less serene. In the 
light of these changes, therefore, the 
course of American Express stock since 
1900 and up to the present time is of in- 
terest. It is shown in Table 1. 

No group of related companies in the 
industrial history of the United States 
had the sudden fall from public grace 
that the express companies had. And no 
group or single company has rehabili- 
tated itself with that same public so thor- 
oughly and convincingly after the sharp- 
est public inquisition ever devised and 
prosecuted by the Federal Government. 
In that respect, the record of the express 
companies is unique. But it belongs to 
the past. The questions of today concern 
themselves with the probable future of 
express company business in this coun 
try. Has the old prosperity gone? Have 
the securities of the individual companies 
lost their rating as first-class invest- 
ments? And, after all, are the express 
companies really necessary? 
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The Decline 


It is one and three-quarters years now 
since the express companies had imposed 
upon them, as the result of the 
Interstate Commerce Commission’s 
rigid investigation, a schedule of 
rates on interstate business which 
was 16 per cent. lower than the 
general schedule used by the companies 
previously. Individual rates were re- 
duced variously from 5 per cent. to 65 
per cent. and some as much as 80 per 
cent. The outlook for the time forward 
from February 1, 1914, when those lower 
rates went into effect, was dark. Further 
complicating the situation was the Gov- 
ernment’s steadily expanding parcel-post 
service, which was launched in the pre- 
ceding year and which entered into active 
competition with the express companies 
on the remunerative small package busi- 
ness. 


express company, as it is cast along 
modern lines, issues and pays money or- 
ders and travelers’ checks; deals in for- 
eign exchange; buys and sells merchan- 
dise here and abroad, and arranges for 
shipments, customs duties, etc. All of 
these services add to the net profits from 
transportation and it is a mistake, there- 
fore, to assume that the express company 
is merely a transportation plant. 

Of all the business done by the express 
company probably the most important 
from the view of return on capital in- 
vested, is the management of invest- 
ments in the securities of other com- 
panies and in realty. For the past sixty 
years or more, the express companies 
have adhered steadfastly to a policy of 
conserving a large part of their profits 
instead of distributing them to stock- 
holders. Also, they were not obliged to 
put much of earnings back into the prop- 








TABLE 1 


Fluctuations in Market Price of American Express Stock from 1900 to Date, also Dividend Rates 


and Interest Yields ¢ 
1915 1914 1913 1912 1911 1910 1909 1908 1907 1906 1905 1904 1903 1902 1901 1900 
125* 110% 175 225 255 320 300 224 247 272 246 219 265 227 210 191 


83¢ 99% 94% 160 201 230 .205 170 175 215 20934180 171 171 169 142 
6% 12% 12% 12% 12% 12% 12% 12% 11% 


Dividend ... 4% 


8% 8% 8% 1% 1% 6% 


Yield? ..... 3.9% 5.1% 88% 6.2% 5.27 44% 48% 6% 5.7% 4.5% 3.5% 4.0% 3.71% 3.6% 3.71% 3.6% 


* Nov. 15. ¢t Mar. 1. 


t Yield on average of high and low price for year. 








Viewed at this late day, many are in- 
clined to marvel that the express com- 
panies survived during the first year 
under the drastically reduced rates and 
the suddenly injected competition of a 
service that was under no compulsion to 
earn a return upon the money employed 
in it or to even earn sufficient to offset 
the cost of operating it. 

The reason the express companies were 
able to weather this stormy period is 
partly explained by the fact that they 
are not out-and-out transportation com- 
panies, and that, therefore, the lower 
rates affected only a part of their busi- 
ness. They are primarily express car- 
riers, it is true, but they perform much 
other service which nets them more or 
less substantial profit, and this profit is 
altogether distinct and separate from that 
which accrues from transportation. The 


erty for, compared with railroad and 
steamship companies, their maintenance 


costs are exceedingly light. These con- 
served profits were re-invested in addi- 
tional securities, real estate and office 
buildings. Such re-investments were 
made with the greatest circumspection 
and the result was that the companies 
were enabled to make large profits on 
these re-invested amounts much after the 
fashion of banks and insurance com- 
panies. In this lies the real stability of 
the companies. And the most interesting 
fact of all in connection with this is that 
the profits thus made would have been 
made even if the companies had not been 
in the transportation business at all. 
Profits from these non-transportation 
sources have been consistently large, al- 
though during the later years, they ex- 
hibited shrinkages due to depreciating 
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market valuations of stocks and bonds 
generally, and particularly railroad secu- 
rities which form a large part of the 
holdings of express companies. 

On the other hand, transportation itself 
has grown steadily less profitable with 
each succeeding year. Conditions today 
are radically changed, of course, over 
those of twenty years ago. The increase 
in percentage of operating expenditures 
to profits and the rapidly multiplying 
complexities of modern business organi- 
zation is pronounced. For the decade 
ended with the calendar year 1888, aver- 
age profits from express transportation 
as exhibited by representative companies 
was about 13 cents on the dollar. Twelve 
years later this return has been reduced 
to between seven cents and eight cents; 
the average in 1912 was only about four 


be pointed out perhaps, that certain smal! 
items of interest have been deducted in 
each year from the surplus available fo: 
dividends. This will explain the apparent 
differences between the figures of final 
surplus shown and those arrived at by 
deducting the amount of the dividend 
from the indicated surplus available. 


Why the Express Business Survived 


One of the chief explanations for the 
return of the express companies into 
public confidence is the attitude of abso- 
lute fairness they preserved throughout 
the investigation and during the trials of 
the lower rates as prescribed by the Inter- 
state Commerce Commission. They were 
openly commended for this by the com- 
mission itself. These trials are still on. 
That the companies had regained the sub- 








TABLE 2 
Operating Income—Income from Investments and Annual Disbursements of American Express 
Company, 1909-1915 
Surplus for 
Dividends 
$969,986 
26,144* 


Per Cent. Final 

on Stock Dividends Surplus 
5.39 $720,000 $249,986 
7 1,601,551* 


281,893* 
693,460 


1,666,601 
1,157,152 


10.20 
15.62 
24.53 
21.03 
18.20 








cents on every dollar, and during 1914 
for a time it not only reached the vanish- 
ing point, but showed a minus quantity. 
Since then there has been a slight re- 
covery. 

What is true of one express company 
is practically true of every other. They 
face not greatly mie conditions and 
identical regulations. Table 2 will indi- 
cate the proportion of net income from 
transportation to income from invest- 
ments in securities and real estate of the 
American ress Company, the largest 
and second oldest express plant, having 
been finally organized in 1859. The 
table will further indicate the part income 
from other sources played in the later 
years in making possible such dividends 
as were distributed to the stockholders. 

In connection with Table 2 it should 


stantial support of the shipping public 
was vouchsafed in many thousands of 
letters which came pouring into the 
offices of the commission as soon as it 
became known that the companies had 
applied for a partial relief under the 
commission-devised rates. That relief, 
having chiefly to do with lowering ter- 
minal allowances, was granted, and from 
September 1, 1915, began netting the 
companies an additional 3.86 per cent. in 
revenues. The application and the subse- 
quent grant are still fresh in the reader's 
mind and need no particularization. But 
it served another purpose. For besides 
showing the changed attitude of the pub- 
lic which was based upon a genuine need 
for express service, it gave unmistakable 
evidence that the commission had also 


changed its disposition towards the ex- 
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press companies and the assumed 
equableness of the rate system it had 
devised. The commission placed itself on 
record to the effect that the companies 
were entitled to the relief they had peti- 
tioned for, because “it was clear that they 
were operating at a loss under the rates 
prescribed by us.” 

The attitude of the express companies 
themselves is one of hopefulness, coupled 
with determination to make the fairest 
test of the rates under which they are 
now operating. They have had to make 
strenuous efforts to reduce operating 
costs to meet the new conditions. They 
have cut down office and service staffs 
and in many instances further augmented 
these savings by lowering salaries. In 
time, and if conditions warrant it, another 


nature of things seemingly justifying an 
increasing confidence as to the future. 


What the Future Holds 


In a sense, the future lies with the ex- 
press companies themselves, and that 
they appreciate this is reflected in their 
efforts to improve the present efficiency 
of their service and to expand their busi- 
ness in all legitimate directions. 

As an example of the new activity, the 
instance of American Express Company’s 
recent announcement that it had made 
definite plans for expanding its service 
in foreign fields may be cited. That com- 
pany, with over 10,000 offices in the 
United States and Canada, and agencies 
in all of the important cities of Europe, 
is moving into Russia, South America 








The American Express Company Handling a Shipment of $57,000,000 in Gold and Securities. 








modification of rates may be applied for, 
but for the present attention will be paid 
only to a thorough testing out of existing 
rates and prescribed transportation prac- 
tices. 

As for the holders of express company 
stocks, what hope does the future hold 
out? The cause for alarm which justi- 
fiably existed during the period of in- 
vestigation and the succeeding period of 
uncertainty has to an extent disappeared, 
and those investors can lay aside, for the 
present at least, all apprehensiveness. 
The prospects of getting a further modi- 
fication in rates exists, but the constant 
growth of business, the continued and 
expanding use of express company serv- 
ice throughout the country are all in the 


and the Far East. All three, and par- 
ticularly the last two are in for a great 
commercial expansion after the war. 
The company has also’ formed a travel 
bureau which undertakes to perform all 
of the offices of the regular tourist 
agencies, from the purchase of rail and 
steamship tickets for from small jour- 
neys to managing round-the-world trips. 
These new departures are all calculated 
to yield the company substafitial addi- 
tional revenues, the excess over actual 
cost of which will help swell “other in- 
come.” 


Domestic Situation 


At home, the general situation for the 
companies is undergoing changes also. 
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There has been a substantial increase in 
the mileage of the American as well as 
the next two largest companies due to the 
retirement of the United States Express 
Co. The elimination of that company 
was of material benefit to those which 
remained. The extent to which its retire- 
ment benefited those other companies is 
shown by the fact that if the company 
had not closed its doors the remaining 
four big companies, the Adams, Ameri- 
can, Wells-Fargo and Southern, would 
have shown a decrease in gross receipts 
of over $8,500,000 last year on a com- 
bined gross of $138,000,000 actually 
earned instead of the substantial gain of 
nearly $11,250,000. The operating re- 
ceipts of each individual company which 
shared in the “States” territory would 
also have shown losses instead of gain. 
The “States” mileage on the day it quit 
business, was 30,938, and of this Ameri- 
can Express acquired about 12,000 
miles. 
Investment Position of Express Stocks 
As to express company securities and 
their position in the estimate of investors : 
In the light of the changes of the past 
three years, the close supervision of ex- 
press company affairs by the Government 
regulating commission, and the constant 
tendency toward greater regulation of all 
big business, it would be reasonable to 
assume that the big profits of past years 
will not be seen again. This means that 
comparatively big annual distributions to 
stockholders are past. The times are 
gone evidently when such profits as were 


shown, for instance, by American Ex- 
press in the four years from 1909 to 
1912, were possible. 

With express rates regulated and cal- 
culated on the closed bases of return, and 
with industrial and transportation corpo- 
rations, in the securities of which the ex- 
press companies hold large investments, 
adjusted to greater competition and 
smaller margins of profit, incomes of the 
express companies both from transporta- 
tion and from investments will in the 
future not warrant the market values for 
their securities which these held in the 
years of comparative freedom from gov- 
ernment regulation. 


Am. Express Stocks 


American Express stock, around pres- 
ent prices, is a good investment, however. 
The company has no bonded debt. Its 
expansion into foreign fields and the first 
to break the ground in those fields, will 
mean additional profits over present 
sources of income. The management is 
experienced and conservative and is in a 
fair way of solving the chief problem 
of American Express Company’s opera- 
tion, and the problem of the remaining 
express companies, that of controlling 
operating costs. The outlook for addi- 
tional new domestic business is fair, 
while in the prospect lies further possible 
modifications of rates on some of the 
business and also a possible readjustment 
to a lower level of the basis of payment 
for express operating privileges over the 
rail lines. 








HE investor who speculates never fails to incur the 
element of chance. Napoleon was always prepared for 
defeat. In the “reproof of chance lies the true proof 
of man,” and there is no security which is beyond the reach 
of the long finger of chance. 

















Public Utility Inquiries 





American Light & Traction 


M. N.—Of the eleven subsidiary companies 
of the American Light & Traction Company 
only two operate street railways. The rest 
are gas and electric companies. The jitney 
competition, therefore, is not so vital a factor 
as in the case of other public utility corpora- 
tions with more extensive traction holdings. 

For the first six months of 1915 the earn- 
ings of subsidiaries applicable to dividends in- 
creased $300,000 over the same period of 1914, 
and July earnings gained $81,100, or 20 per 
cent., over July, 1914. The earlier estimates 
of a gain of $700,000 in earnings available for 
dividends, which was made on the basis of 
the first half year showing, seems likely to 
be revised upwards according to the latest 
earning reports. 


Southern California Edison 


D. G.—Southern: California Edison preferred 
has shown an average income available for 
dividends of $703,000 for the last five years 
against dividend requirements of $230,000. The 
considerable margin of safety warrants a good 
rating for the preferred stock. 

Earnings for the last five years available for 
the common have averaged $473,000. The 
present 6% rate calls for $624,000 and while the 
company is doubtless earning that, still at the 
present time the common stock is considerable 
of a speculation and will continue to be so 
until the company has demonstrated its ability 
to continue to earn that dividend over a 
reasonable period of time. 


Cities Service 7% Notes 


H. S.—Cities Service 7% gold notes, due 
1918, is a security which is to be ranked half 
way between sound investment and specula- 
tion, with perhaps the investment feature pre- 
ponderant. 

Last year- there was available $1,903,000 
against required interest of $490,000, so you 
will see that the margin of safety is quite con- 
siderable. However, this security is likely to 
reflect in its price, fluctuation in earnings. 
These notes seem likely to sell higher than 
otherwise at the present time as the company’s 
earnings are on the upward scale. 


Western Union 


S. D.—Western Union, at its present price 
of 78, yields better than 6 per cent. In the 
first half of this year net profits were at the 
rate of 8 per cent. on the company’s stock. 
It should be remembered that Western Union 
is a “war stock” in a sense, as it is getting 
very high rates for its cable messages. Do- 
mestic business has not been especially 
good, but should pick up when the cable busi- 
ness falls off. It looks as though the com- 
pany should be able to maintain its present 
dividend rate, and that the stock at this price 
is a good speculative investment. 


Wells-Fargo 

G. S—We are informed that the Wells- 
Fargo Company is earning its 6% dividend 
with a not very considerable margin. As far 
as we can ascertain there is no talk of a 
“melon.” On the contrary, inasmuch as Janu- 
ary and February are slack months in the ex 
press business, the question seems to be as 
to whether Wells-Fargo can continue to earn 
its present dividend during the next six 
months. 


B. R. T.-Interborough 

W. G. E., Hamilton, Ont., Canada.—Brook- 
lyn Rapid Transit is a solid investment stock 
and the company is doing a good business 
and has a favorable contract with the city for 
the new subways. However, it is not likely 
that the stock will have any very important 
advance. If you have good profit in this stock 
we would recommend that you take it. We 
do not see any special prospects for Inter- 
borough, but it is a favorite speculation and 
the stock will doubtless have many swings 

both up and down. 


United Railways Investment 

R. G., New York City.—There are rumors 
that the back dividend on the United Railway 
Investment, preferred, amounting to 41%, may 
be reduced. There is in prospect a stock- 
holders’ plan to reduce the securities to three 
classes, composed of collateral trust 5% bonds, 
prior 7% accumulative preferred, and com- 
mon; 8,000,000 of the new preferred is to be 
exchanged for 50% of the old preferred. The 
outstanding preferred would be reduced from 
$25,000,000 to $16,000,000. 











Notes on Public Utilities 





American Light & Traction —CONSOLI- 
DATED GAS CO. of New Jersey, a sub- 
sidiary, has sold $700,000 first refunding 5% 
bonds, 1965. ~ 


_American Railway—MERGER with Na- 
tional Properties Co. approved. Plan be- 
comes effective Jan. 1, provided 75% of stock 
is deposited. 


American Tel. & Tel—GROSS EARN- 
INGS for 1915 expected to reach $237,000,- 
000. This is $11,000,000 ahead of last year. 


Boston Elevated—COMPANY has sold 
to R. L. Day & Co. syndicate $3,286,500 5% 
30-year bonds. Bankers have resold entire 
issue at 97 and interest. 


Brooklyn Rapid Transit—FIRST TEN 
days of Nov. gross earnings averaged $6,000 
a day more than last year. 


Brooklyn Union Gas—PRES. JOUR- 
DAN says company for 1915 will have saved 
$700,000 or 4% on stock through low cost 
of gas oil by contract made late in 1914. 
Gas sales for nine months ended Sept. 30 
were 10,253,000 cubic feet, about same as 
last year. 


Cities Service—DIRECTORS have au- 
thorized sale of $5,000,000 Ee and $2,500,000 
com, to a syndicate for $5,000,000 cash. Pro- 
ceeds to retire floating debt and provide 
working capital. 


Colorado Power—DECLARED REGU- 
LAR sapeterty dividend of 134% on pfd., 
payable Dec. 15. 


Consolidated Gas of Baltimore.—THE 
COMPANY has listed $11,472,334 com. 
stock on N. Y. Stock Exchange. For 3 mos. 
ended Sept. 30 net earnings were $337,397, 
as against $290,653 previous year. 


Edison Co. of Boston. —-OCTOBER 
GROSS earnings $670,836, an increase of 


9.64% over previous year. Four mos. gross 
$2,307,156, an increase of 7.95%. 


Georgia Railway & Power.—NINE 
MONTHS’, ended Sept. 30, net earnings 
were $1,947,899, a gain of $51,612, or 2.72%. 
Industrial conditions are reported steadily 
improving. 


Great Western Power—COMPANY has 
sold $4,500,000 10-year 6% convertible de- 
benture bonds subject to approval of Cali- 
fornia Railroad Commission. Proceeds to 
be used to retire $1,000,000 6% notes of 
Western Power Co., and for construction 
purposes. 


Lindsay Light.—DECLARED QUAR- 
TERLY dividend of 1% on com. and 14% 
on pfd. Last com. dividend was % of 1%. 


Louisville Gas & Electric.—FOR TEN 
months ended Oct. 31 electric department 
gained 3,585 customers, and gas department 
3,380. 


Mahoning & Shenango Railway & Light. 
—SOLD $7,000,000 Ist and consolidated 
mortgage 5% bonds due 1920. Financing 
is to take care of $4,844,000 bonds maturing 
Jan. 1 and to pay for new construction and 
improvements added to plant during last 
few years. 


Manufacturers Light & Heat.—FOR 
NINE mos. ended Sept. 30 surplus after 
dividends $527,460. 


New England Telephone.—95% of Provi- 
dence Telephone Co. stockholders have 
agreed to exchange on 5 to 4 basis for New 
England Telephone stock. 


Ohio Cities Gas—COLUMBUS OIL & 
FUEL CO., a subsidiary, offered stockhold- 
ers of Ohio Cities Gas right to subscribe 
at par to $900,000 stock of latter company 
held in its treasury. 





with every detail of the business world and all the im- 


r NHE president of a large corporation who is in touch 


portant sources of information, is in a position to suc- 
cessfully assume greater risks than the professor or retired 
clergyman. 
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Wabash— 
A Rejuvenated Railroad 


What the Reorganization Plan Means—Increases in Earn- 
ings—What the Current Year Should Show and What 
the Future May Bring—Status of Company’s Securities 





By FRED L. KURR 





EORGANIZATIONS in the past of 
railroad and other properties even 
when undertaken by bankers and 

syndicates of high standing have so 
often failed of their full purposes that the 
public has come to regard the securities 
of newly reorganized properties with 
scepticism. Is the Wabash plan one to 
promote confidence in the property? 
Have fixed charges been sufficiently re- 
duced? Has enough working capital 
been provided? Are the needs of the 
road for improvements pressing and 
where will the money come from to take 
care of them? 


Scope of Reorganization 


In regard to the reduction of fixed 
charges the reorganization plan is cer- 
tainly drastic enough. As shown in 
Graphic 1, bonded debt has been cut 
down from $109,000,000 to $65,000,000 
which means a reduction in annual in- 
terest payments of $2,600,000. The new 
securities issued consist of two classes of 
5 per cent. preferred stock, both of which 
are non-cumulative issues, and common 
stock. Hence the company is perfectly 
free to turn all surplus earnings back 
into the property until such time as 
its financial position is thoroughly 
strengthened and necessary improve- 


ments to property and equipment have 
been made. 


Through the assessment of $30 per 
share on the common and preferred 
stocks (which assessment was almost en- 
tirely paid for by the bond holders as 
provided in plan should stockholders fail 
to pay) $27,720,000 cash was raised. All 
but $3,500,000 of this cash, however, was 
required to pay off receivers’ certificates, 
provide for expenses of foreclosures and 
reorganization and other obligations and 
debts. Thus $3,500,000 was provided for 
working capital, a sufficient amount to 
carry along the business of the company 
provided it is not used up in paying for 
improvements and betterments. 


Physical Upbuilding 


Two important questions have, there- 
fore, been satisfactorily answered by the 
plan, but one important one remains, what 
are the needs of the road for im- 
provements, betterments and exten- 
sions and how can they be taken 
care of. The plan provides no 
funds for this purpose so that if any large 
amount is required it will have to be bor- 
rowed thus increasing the fixed charges 
of the company. What is the condition 
of the property, does it require the ex- 
penditure of any large sums in the im- 
mediate future? Mr. J. C. Stubbs of the 
Southern Pacific Railroad made a report 
on the Wabash for the Reorganization 
Committee and suggested the expenditure 
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of $35,000,000 on the property through 
the years ending in 1917. Since that re- 
port was submitted 80 per cent. of the 
expenditures recommended by Mr. 
Stubbs have been made. When 80 per 
cent. of the improvements suggested by 
a railroad man of Mr. Stubbs calibre 
have been completed it is very reasonable 
to suppose that the property is not exactly 
in a run down condition. 

These improvements were paid for by 
receivers’ certificates, $16,400,000 of 
which were retired under the reorganiza- 
tion plan. It is hoped by the present 
management that the betterments made 
will reduce operating ratio to 70 per cent. 
and enable the road to ultimately do a 
gross business of $15,000 a mile. This 
would mean gross earnings of $37,659,- 
000 and net of $11,297,700. 


Current Earnings 


It is not probable, however, that gross 
earnings the current year will run as high 
as $37,000,000. Current monthly earn- 
ings are showing increases of about 15 
per cent., which increase if maintained 
throughout the year will bring gross up 
to about $33,000,000. Traffic is on the 
increase, however, and it is likely that 
gross will run as high as $35,000,000 if 
the trade activity along company’s lines 
continues to expand. 

Prediction that operating ratio will 
be reduced to 70 per cent. has been 
born out so far by the monthly earn- 
ings of the current fiscal year. For the 
four months ended October 31, operat- 
ing ratio was approximately 70 per cent. 
As shown by Graphic 2 the lowest it 
has been in any of the past eight years 
was 71.19 in 1910 and the highest 81.3 
per cent. in 1914. This reduction in 
operating ratio was not accomplished at 
the expense of maintenance of way and 
structure or maintenance of equipment 
but is the result of the ability of the 
company to cut the cost of moving 
traffic. 

Expenditures by Wabash for mainte- 
nance over the past several years have 
been fairly liberal and compare favorably 
with the amounts expended on this item 
by other roads of the country. It can- 
not be said that the Wabash attempted 
to overcome its financial difficulties by 
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any drastic slighting of the property. 
For the four years 1911 to 1914 in- 
clusive, maintenance of road and equip- 
ment was at a much higher ratio than 
in the four preceding years. For the 
fiscal year ended June 30, 1910 the per- 
centage of maintenance of way and 
structures to gross revenues was only 
26.71 per cent., but in 1911 it was in- 
creased to 28.44 per cent. and in 1914 
stood as high as 32.21 per cent. This 
latter may be considered as entirely 
adequate for a road of the character of 
Wabash. This upkeep of the property 
in former years makes the task of re- 
ducing the operating ratio materially 
lighter. 

Table 1 shows the maintenance of way 
and structures the maintenance of equip- 
ment, transportation costs and gross 
earnings for the years 1905 to 1914, in- 
clusive, reduced to a per mile basis. 
Average maintenance expenditures for 
the four years 1911, 1912, 1913 and 1914 
were 30.88 per cent. of gross while for 
the four years immediately preceding 
the average was only 26.41 per cent. of 
gross. 

Estimate for 1916 


Let us now make an estimate as to 
what may be expected in the way of 
surplus available for dividends for the 
year ended June 30, 1916. It is fairly 
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conservative to put gross at $33,000,000 
for as pointed out before, there are pos- 
sibilities of its running as high as 
$35,000,000. Operating ratio, if no un- 
expected traffic difficulties are encoun- 
tered is not likely to be in excess of 72 
per cent. While operating ratio is at the 
present time 70 per cent. it must be re- 
membered that in the winter months it 
runs higher than at this time of the year. 
On this basis the surplus works out as 
follows: 


Operating revenue .............+.- $33,000,000 
Operating expenses (72%)........ 23,760,000 
Net operating revenue.............. 40,000 
Other income (using receipts of 
1914 as an average)............ 781,338 
NS nnn Gade sd tesSsh 040000en 10,021,338 
*Estimated charges ............+: 6,623,277 
DOR Skcuaden denen erevecscsetes 3,398,061 





*Charges include $462,509 for additions, bet- 
terments, etc., and $300,000 to provide for ma- 
turing equipment obligations. 

Surplus of $3,398,061 is equivalent to 
nearly 7.3 per cent. on the $46,200,000 
preferred A stock. Allowing for 5 per 
cent on the preferred A stock the balance 
$1,148,061 is equal to 2.2 per cent. on 
the $48,720,000 preferred B stock. 


Outlook for Future 


Considering the favorable location of 
the Wabash Railroad, operating as it 
does from Detroit and Toledo in the East 
to Kansas City and Omaha in the West 
and touching at such important cities as 
Chicago and St. Louis, a territory which 
produces constantly increasing traffic, it 
is but reasonable to suppose that gross 
earnings will continue to increase and in 
a few years reach a much higher level 
than the $33,000,000 estimate given. 
Wabash must be in a position to take 
the greatest possible advantage of in- 
creased traffic. While the road is in fair 
shape at the present time there is still un- 
doubtedly great room for improvement 
and surplus earnings for some time to 
come can be used to advantage on the 
property. Dividends therefore on the 
preferred A stock should not be looked 
for in the very near future. It is the 
hope of the present management to put 
Wabash in such a strong position finan- 
cially and physically that it will be able 
to stand up well through any lean periods 
that may be in store for it. If preferred 


stock A is put in the class of a dividend 
paying security it will not be done until 
there is every reasonable prospect of its 
remaining in that class for several years 
at least. 

Wabash starts out on its new voyage 
under particularly favorable conditions. 
A period of business depression and of 
almost active hostility against the rail- 
roads of the country is behind it. It is 
the hope and belief of most prominent 
railroad men of the country that we are 
entering a new constructive period and 
one in which the public will take a more 








TABLE 1 
WABASH MAINTENANCE PER MILE 

Maintenance Trans. Gross 

Way Equip. Exp. Earn. 
ee $1,592 $1,817 $4,736 $9,811 
a 1,235 1,462 4,485 9,938 
Bi scnese 1,092 1,557 5,104 10,904 
ae 1,085 1,731 4,676 10,234 
ee 1,238 1,577 4,644 10,286 
ee 1,432 1,637 5,097 11,486 
ae 1,441 1,936 5,577 11,844 
ja 1,547 2,113 5,446 11,276 
Kandi 1,722 2,119 5,979 12,634 
eh Koons 1,602 2,243 5,859 11,937 








friendly attitude towards the railroads 
then heretofore. The control of the com- 
pany is in strong hands and it is assured 
an as efficient management as any road 
in the country. The property is operated 
by an independent western management 
with E. F. Kearney, president, at its head 
with headquarters at St. Louis, the 
natural operating center of the property. 

Wabash operates about 2,500 miles of 
track of which 473 miles consist of track- 
age rights. East of the Mississippi 1,254 
miles are owned and West of the Missis- 
sippi 780 miles. Over 35 per cent. of its 
traffic consists of mining products, 32 
per cent. manufactures and miscellaneous, 
18 per cent. agricultural products and 
14 per cent. products of forests and 
animals. Table 2 gives a ten-year com- 
parison of some interesting statistics in 
regard to the property. Rate per ton 
per mile (61 cents in 1914) is low as 
compared with the general average of the 
United States which is 76 cents, espe- 
cially as company’s percentage of low 
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grade freight is not unduly high. As 
shown by the table train mile earnings 
have steadily increased but are still un- 
duly low, as compared with other rail- 
roads operating in the same territory. 
Under the terms of the reorganization 


cost of assessment on old common stock 
a combined value of between $60 and $61. 
Current market quotations of preferred 
A are around $48 and of the common 
around $17, a total of $65, or $5 per 
share over assessment cost, which would 


YEARLY OPERATING REVENUE & OPERATING EXPENSES OF YYABASH . 
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the holder ofthe old preferred stock upon 
payment of $30 per share assessment re- 
ceived $50 in new preferred A stock and 
50 per cent. in new preferred B stock and 
the holders of the old common stock 
upon payment of $50 per share received 
50 per cent. in new preferred A and 45 
per cent. in new common. Hence, in 
order to cover cost of assessment alone 
on old preferred the new preferred A 
aid common must have a combined mar- 
ket value of $60 and in order to cover 





BA 


1911 1912 1913 1914 1915 


give a value $2.50 for the old preferred 
and $1.65 for the old common. 

Very few of the stockholders, however, 
paid the assessment and as provided by 
the plan the bondholders were obliged to 
do so or forfeit their right to participate 
in the reorganization. 


Position of Bondholders 


Let us now see just how the bond- 
holders stand at present market value 
of the securities they received. As the 
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percentage of stockholders that paid the 
assessment is insignificant we will con- 
sider that the bondholders paid the entire 
assessment. There were $40,600,000 re- 
funding and extension 4’s outstanding 
and total amount of new securities these 
bondholders received if they paid all 
assessments are $46,200,000 preferred A 
$48,720,000 preferred B and $43,540,000 
common. The present market value of 


market value of the old refunding and 
extension 4s that entered into the reor- 
ganization plan. Just previous to the re- 
organization these bonds were selling at 
about $210 so that there has been an ap- 
preciation in the value of this security of 
$231, or over 100 per cent. 


Position of Stocks 
Present market price of the Wabash 





TABLE 2 
WABASH FREIGHT STATISTICS 

Average Av. Frt. Train Rate 

Miles Locomotives Freight Train Load Mile per Ton 

Operated Owned Cars (Tons) Earn. per Mile 
a7 2,517 581 18,185 304 $1.43 $0.58 
BPE opeccee 2,517 574 18,978 353 1.56 54 
ee 2,516 622 24,414 365 1.65 56 
_ Seer 2,515 668 23,860 360 1.62 57 
hétenede 2,515 657 23,465 352 1.64 58 
ee 2,515 662 22,126 353 1.69 59 
_, eae 2,515 645 21,172 344 1.70 60 
Jase 2,515 699 20,946 358 1.71 61 
inanen’ 2,515 716 23,766 395 1.85 58 
are 2,515 701 22,375 394 1.90 61 





the securities received by each bond there- 
fore works out as follows: 








11.38 shares preferred A at 48........ $546.24 
12.00 shares preferred B at 31........ 372.00 
10.72 shares of common at 17......... 182.24 
Defaulted coupon with interest....... 23.85 
Tend) casascwénetgasavriessssouee $1,124.33 
Less assessment paid.............- 682.76 
Malemes 5 ccenesegsysersndegadesovetes $441.57 


Balance of $441.57 represents present 


% 
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stocks, already reflect, therefore, a very 
substantial increase in value of the old 
securities. With no immediate prospect 
for dividends on the preferred A it would 
seem that these stocks have advanced 
enough for the time being. The property, 
however, is now pretty well on its feet 
and its future possibilities look bright. 
On a substantial reaction the Wabash 
stocks look like a good speculation for a 
long pull. 
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they look askance at earnings on the grounds that all 
the net will be eaten up to pay for equipment to take 


care of the rush of business. 


















General Motors---Chevrolet 


Reason for General Motors’ Spectacular Advance—Chevrolet 
and Its Prospective Earnings—The Danger of Over- 
Speculation in the Motors Stocks—Investors Should Act 
Cautiously and Only on Definite Information 





By NORMAN MERRIMAN 





ARRING only the rise which has 
taken place in Bethlehem Steel in 
the last twelve months, no more 

sensational advance has ever occurred 
among securities listed on the New York 
Stock Exchange in any one year, than 
that of the common stock of the General 
Motors Company. During the period 
while the exchange was closed the stock 
sold in the neighborhood of sixty dollars 
a share; since that time it has paid a 
dividend of fifty dollars a share, and 
after selling ex-dividend the stock has 
advanced to more than four hundred and 
twenty-five dollars per share. 


General Motors Not War-Boomed 


Since the outbreak of the war there 
have been spectacular advances in many 
issues, but in most cases the advances 
have been, almost entirely due to condi- 
tions arising from the war. Such has 
not been the case with the General 
Motors Company, almost none of whose 
products have been exported to Europe. 
The real reasons for the advance ex- 
isted long before the war was dreamed 
of, and could have been ascertained by 
anyone who took the time to analyze the 
earnings, statements and balance sheets 
of the company for the previous few 
years. 

The General Motors Company was in- 
corporated in 1908 as a holding company. 
It acquired a controlling interest in a 
large number of concerns engaged in the 
manufacture of automobiles and acces- 
sories. About fourteen companies ac- 
tively engaged in the manufacture or sale 
of cars or parts are included in the pres- 
ent organization. Twelve different 
makes of pleasure cars and trucks are 
turned out by the various subsidiaries, 
the cars made being the following: 


Buick, Oakland, Carter Car 
Cadillac,Oldsmobile, Randolph Truck, 
Elmore, Welch-Detroit, Reliance Truck, 
Ranier, Marquette, Rapid Truck. 

The pleasure cars are of various types 
and prices, and the trucks include both 
gasoline and electric types of both small 
and large capacity. The best known and 
most profitable units of the company’s 
organization are the Buick and Cadillac 
companies. The company produced a 
total of about 70,000 cars last year, and 
more than three-fourths of all those sold 
were Buicks and Cadillacs. 


Growth of Last Two Years 


For the first two years after the 
formation of the company, the business 
grew at a rapid rate. At the outset the 
various constituent companies were 
handicapped by having insufficient work- 
ing capital, so that at the end of the sec- 
ond fiscal year (September 30, 1910), 
although the net earnings for the year 
were nearly $10,000,000, or more than 
50 per cent. on the common stock, the 
company was in a bad condition finan- 
cially, because of the existence of a float- 
ing debt amounting to more than four- 
teen million dollars. 

The paying off of this floating debt 
through the sale of $15,000,000 of notes 
was accomplished at this time, and had 
it not been the company might have been 
unable to weather the depression in the 
automobile business that came in 1911. 

In the next ten months the company 
earned $3,316,251, as against nearly 
$10,000,000 the year before. The bal- 
ance sheet at the end of this period 
showed two important changes, the first 
being the reduction of the fixed and 
floating debt by more than $13,000,000, 
and the reduction of the item of good 
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will by more than $7,000,000. The earn- 
ings for this period amounted to over 
15 per cent. on the $16,500,000 of com- 
mon stock, after allowing for the 7 per 
cent. dividend on the $14,985,000 of pre- 
ferred stock outstanding. 

In the next year the company’s profits 
amounted to 17% per cent. on the com- 
mon stock. During this time the com- 
mon stock never sold above $43 per share 
in spite of the fact that in two years 
the company had earned and put back 
into the business an amount equal to 
$33.10 per share of the common stock. 
At the close of the next fiscal year (July 
31, 1913) the company reported earnings 
of 38.9 per cent. on the common stock, 
in spite of which the common never sold 
above $40 per share in the year 1913. 
In other words, although the company’s 
statements showed that in two years and 
ten months a total of $72 per share on 
the common stock had been earned and 
put back into the business, and that in 
one year prior to this period more than 
$50 per share had been earned, the com- 
mon stock of the company could have 
been bought at prices ranging from $30 
to $40 per share. 


Reduction of Floating Debt 

During this time the company had 
made substantial progress; its floating 
debt had been reduced to a thoroughly 
conservative figure from a decidedly un- 
healthy one; its working capital was 
steadily growing through putting back 
large earnings into the business; its 
fixed debt was being reduced through the 
purchase of its notes in the open market ; 
its cash position was strong; a large sur- 
plus had been built up, and ample allow- 
ances for depreciation had been made; 
gross revenue had doubled and amounted 
to as much as the gross revenue of the 
New York, New Haven and Hartford 
Railroad and the Seaboard Air Line com- 
bined; and yet the average operator in 
Wall Street, if the question of buying 
the stock were discussed, would say with 
a smile: “No automobile stocks for 
mine.” 


Warning to Investors 


In the above discussion the writer has 
endeavored to point out why the ad- 
vance in General Motors could have 


been foreseen by anyone taking the trou- 
ble to look into the record of the com- 
pany with care. The man who would 
not consider buying General Motors 
when the stock was selling at a price on 
which the company was earning from 
50 to 100 per cent. per year, is ready to 
jump in blindly today and buy motor 
stocks without any regard to price, earn- 
ings or anything else. Motor stocks 
have become a mania, and there are 
many indications that both the officers 
of the motor companies and the public 
are likely to make some serious errors 
in the next year or two. The Willys- 
Overland Company is said to be pro- 
ducing over 600 cars per day; the Gen- 
eral Motors Company’s total production 
is in the neighborhood of 350 cars per 
day; the Maxwell, Studebaker and 
Chevrolet companies are each turning 
out, or are preparing to turn out, about 
300 cars daily; the Saxon, Chalmers, 
Reo, Chandler and several other com- 
panies are each adding from 50 to 100 
cars per day to the total output; and the 
Ford company is sending out somewhere 
in the neighborhood of 1,000 cars every 
twenty-four hours. This means that the 
production of ten companies has reached 
(or will reach as soon as several of the 
companies complete additions now under 
way) a total of about 3,150 cars per day, 
or approximately 1,000,000 cars per 
year. This means about one car to 
every hundred persons in the country, 
or one in every twenty families. When 
one considers that this is annual produc- 
tion, and that the life of the majority of 
cars should be at least three or four 
years, it seems clear that, as far as do- 
mestic demand is concerned, we cannot 
be very far from the saturation point. 
From every standpoint the possibility of 
over-production of cars is a serious one, 
but for no one is it so serious as the 
man who buys motor stocks at inflated 
prices. 

At the close of 1914 the number of 
automobiles registered in the United 
States was, according to the best figures 
available, only 1,750,000, or about one 
car to every thirteen families in the 
country. Additions at the rate of 1,000,- 
000 cars per annum certainly look larger 
than the country can stand, even if we 
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take the life of the average car as being 
only three years, and assume that fifteen 
per cent. of the total number of cars 
made is exported. 

In the last fiscal year the General 
Motors Company reported record earn- 
ings of more than $81 per share on the 
common stock. Of the amount earned 
$50 was paid as a dividend on the com- 
mon, this being the first cash dividend 
the company has paid. On or about 
December 15 the directors will meet and 
take up the question of a regular divi- 
dend rate on the stock. It is impossible 
to make any estimate of what this rate 
will be. During the last three years 
earnings have averaged about 52 per 
cent. per annum, so that a rate of 30 per 
cent. might be paid and still leave a 
satisfactory surplus for contingencies. 

The payment of 40 per cent. would 
seem too high as the company has earned 
more than this amount only once in the 
last five years. If we assume that the 
rate will be 30 per cent., the stock would 
yield, at its present price of about 425, 
seven per cent., which seems none too 
high a yield for a stock in as specula- 
tive a position as General Motors. Earn- 
ings for the last fiscal year were, it is 
true, excellent, and for the year 1916 
will probably be even greater, but the 
present price seems to have discounted 
most of the favorable features of the 
outlook for the next year. Furthermore, 
it must be remembered that in the event 
of a sharp break in the general market, 
the buyer of General Motors might have 
great difficulty in selling his stock ex- 
cept at a very great sacrifice. 

Gen. Motors-Chevrolet Merger? 

There have recently been persistent 
rumors to the effect that the Chevrolet 
Motor Company would be absorbed by 
the General Motors Company. If this 
were the case an exchange for securities 
of a new company might be arranged, 
and a larger volume of stock or stock of 
a lower par value might be issued. If 
this- were accomplished it is probable 
that speculation in General Motors and 

“*Note—The reader will probably observe that the 
balance sheet is dated before the incorporation of Faw 


company. As far as the writer knows, no official 
or statement ne a~_— have been pub- 


ed the writ 
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Chevrolet would be renewed, and ad- 
vances to new high prices would seem 
likely. It must be remembered by the 
investor, however, that in mergers of 
this type, new values are not created. 
the only important advantage of such a 
merger being to effect operating econo- 
mies, and to a small degree increase 
profits by eliminating wasteful competi- 
tion. Such savings are of minor im- 
portance, and their real influence on 
changes in the price of the stocks of the 
merged companies is usually almost 
negligible. 


Chevrolet Motor Co. 


The Chevrolet Motor Company, the 
company which, it has been said, will 
be absorbed by the General Motors Com- 
pany, was formed in September of this 
year to take over the Chevrolet Motor 
Co., of Michigan, and the Mason Motor 
Co., both operating plants at Flint. 
Mich., and the Chevrolet Motor Co., of 
New York, operating the old Maxwell 
Motor Co. plant at Tarrytown, N. Y. 
The company manufactures low price: 
automobiles, its most popular model be- 
ing a car sold for less than $500, anc 
which, it is hoped by the company’s 
backers, will become a rival to the Ford. 

The formation of the new corporation 
this fall was for the purpose of raising 
additional capital to increase the output 
of the old company’s plants from 100 to 
300 cars per day. The stock, which was 
not exchanged for the securities of the 
constituent companies, was offered for 
public subscription at 85, and was heav- 
ily over-subscribed. It is now quoted at 
about 125. 

The outstanding capitalization of the 
company amounts to $20,000,000, all 
common stock. The company has no 
bonded debt, its plants being unencum- 
bered except for a mortgage of $95,000. 
The company’s balance sheet, as of 
August 14, 1915,* shows current assets 
approximating $8,000,000, and current 
liabilities of about $1,150,000. Real es- 
tate, patents and good will combined are 
valued at $13,237,242. How much of 
this item is actual property, and how 
much is good-will the writer has no 
means of knowing. 

(Continued on page 266.) 




















Rapid Growth 


of Phonograph 


Industry 


Phonograph Companies Showing Large Earnings—Amer 
ican Graphophone (Columbia) Expected to Declare 


25% on Both Common 


and Preferred 





By JOHN F. 


BARRISON. 





F this were one of the popular maga- 
zines, a wonderful story could be 
woven, how, beginning with 1807 

when Thomas Young discovered that he 
could record the vibrations of a tuning 
fork on the surface of a drum, the 
phonograph industry in America has de- 
veloped to a volume of between 
$125,000,000 and $150,000,000 gross 
business per annum. 

3ut as the MAGAZINE OF WALL STREET 

is not built for entertainment purposes, 
and so far as its editor knows, contains 
no fiction of any sort, we will, after 
briefly outlining the principal milestones, 
show what an important place this 
“canned music” business occupies in the 
home and business life of the American 
people, give the facts and figures relating 
to the financial side of the industry, and 
point out what appears to be an oppor- 
tunity in connection therewith. 


Development of Phonograph Business 


First, the inception: — Following 
Young’s experiments, Leon Scott, in 
1857, invented the phonautograph, which 
may be regarded as the father of the 
phonograph, and was simply an instru- 
ment for recording sound vibrations. 
Various inventors further aided in the 
development of the art, but until 1876, 
when Thomas A. Edison invented the 
impractical tinfoil record, no one suc- 
ceeded in accomplishing the reproduction 
of sound. It required 12 years for Chas. 
S. Taintor and Alexander Graham Bell 
to work out the details of the wax cyl- 
inder phonograph, and from that time 
dated the real development. 

In the summer of 1888, the writer re- 
members climbing a pair of stairs in the 
rear of a corner building on a brick 
paved street in Washington, D. C, There 


he met a tall, lean fellow of dark com- 
plexion, who explained the workings of 
the phonograph, and permitted the 
writer to record on a wax covered cyl- 
inder, a little story of the latter’s visit to 
the National Capitol. This done, he held 
the wax cylinder on two of his fingers 
and said, “When you get back to New 
York, there is an office at 165 Broadway 
where you and your friends can listen to 
what has been recorded.” 

The tall, dark fellow was Edward D. 
Easton, late president of the American 
Graphophone Co., which is the manu- 
facturing end of the great Columbia 
Graphophone and record industry with 
headquarters at Bridgeport. Mr. Easton 
was one of three men who were in the 
business in 1888, and until the present 
year have continued to be identified with 
it. Curiously enough, the names of all 
three began with “E”—Edison, Easton 
and Emerson—the latter now president 
of the Emerson Phonograph Co. 


Edison’s Original Idea 


Mr. Edison’s original idea was to 
utilize the phonograph for commercial 
purposes. Many millions had been spent 
in organizing such companies throughout 
the United States, but no great success 
was achieved. Victor H. Emerson, at 
that time identified with the Metropolitan 
Phonograph Co. of New York, became 
convinced that the commercial dictating 
phonograph was ahead of its time and 
that for the present there was no money 
in the business. Being of an inventive 
turn of mind, he set to thinking up other 
ways in which the phonograph might be 
utilized, and finally it occurred to him 
that one way would be to record music 
on the wax cylinders, and sell the cyl- 
inders for home entertainment. 
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Hailing the leader of a German Band 
from the company’s office window on the 
fourth floor of a building in Newark, 
N. J., he struck a bargain with the Teu- 
ton at four dollars for the whole band the 
entire day. They made a large number 
of records—every one an original, for at 
that time there were no means of repro- 
ducing in quantities. The first oppor- 
tunity given the public to hear these 
records was in the front of a vacant store 
across the street, at 25 cents per head. 

A glance at the following figures and 
the charts herewith, will show the tre- 
mendous strides which have since been 
made. Among the phonograph com- 
panies the two largest and most suc- 
cessful are the Victor Talking Machine 
Co. and the American Graphophone Co. 


Victor Talking Machine Co. 


The Victor Co. has in round figures 
$5,000,000 common stock, only $400,000 
preferred, and .no bonds or mortgages. 
During the current year the common 
stock was placed on a 20 per cent. basis, 
and in addition two extra dividends of 


CHART SHOWING R 
WITHIN THE PAST YEAR OF THe STOCKS OF 
VICTOR 
TALKING MAGHINE 


10 per cent. each were paid. Please note 
that the year has not yet ended. We re- 
fer to this fact because the unusual ad- 
vance which has taken place in Victor 
Talking Machine Co.’s stock during re- 
cent months foreshadows something 
bigger. A year ago this stock sold at 
$350 per share; recent sales have been at 
$900 per share. A glance at the com- 
pany’s balance sheet, which is about the 
only thing the stockholders and the pub- 
lic have to draw conclusions from, indi- 
cates that at least 85 per cent. was 
earned in 1914. Earnings in 1915 should 
be from 50 to 100 per cent. over this 
figure, because the country has gone 
phonograph crazy, and the Victor Co. is 
sold so far ahead that it has notified all 
its agents and jobbers that it can accept 
no more orders. 

A stroll through the Victor’s balance 
sheet discloses to an observant person 
some very interesting points. This is 
what happened in one item during the 
last four fiscal years: 

Dec. 31, 1910, Net current as- 
$2,938,000 


Total assets stood at $16,810,457 on 
the latter date. No securities were sold 
during this time, the increase in assets 
being solely due to surplus earnings not 
paid out in dividends. Nevertheless, the 
amount so paid totalled 87 per cent. on 
the common stock, on which a stock divi- 
dend of 300 per cent. was paid in 1911. 
Patents, good will, matrices, (the latter 
alone probably worth a dozen million 
dollars), are carried on the books at only 


American Graphophone Co. (Columbia) 

The name “Columbia” is so well known 
that few people recognize the stock of 
the American Graphophone Co. as the 
parent of the Columbia, which is the 
nominally capitalized sales organization. 
The American Graphophone Co. has 
bonds, $1,371,700, preferred stock $2,- 
096,630, common stock $2,627,550. The 
preferred stock is entitled to 7 per cent., 
but after 7 per cent. on the common, both 
issues share equally. Note this fact. It 
is very important. 

Graphophone in the past has not done 
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so well as Victor. Without concerning 

ourselves as to the -reasons for the | VALUE OF PHONDGRAPHS 2RECORDS PRODUCED ANNUALLY 
younger company of the two (Victor) 

outstripping the older, we may say that 

the future of the American Graphophone 

Co. was never in its history. as bright as 

it is today. 

The company’s annual reports do not 
supply us with a wealth of statistical data, 
and last year’s report, while excellent, 
does not begin to disclose the present situ- 
ation in the company’s affairs. From in- 
formation derived from very reliable 
sources, we learn that the American 
Graphophone Co. is now equipped to turn 
out daily 1,000 talking machines, 65,000 
10 and 12-inch records, 100,000 5%4-inch 
records, and 75 Dictaphones. This indi- 
cates earnings of at least $5,000,000, 
which, applied to the combined com- 
mon and preferred stock (about $4,700,- 
000 outstanding) means over 100 per 
cent. now being earned on both classes 
of stock. 

From equally reliable sources we learn 
that dividends at the rate of $25 per share 
will shortly be declared on both issues, 
instead of the 7 per cent. now being paid. 
This brilliant prospect undoubtedly ac- 
counts for the recent advance in the price 
of both from about $80 to $125, but this 
rise discounts only a very small percent- 
age of the remarkable situation in Ameri- 
can Graphophone securities, the common 
and preferred of which should easily ad- 
vance to $200 per share in the near fu- 
ture. 
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Market Statistics 














Breadth 
Dow Jones Averages 50 Stocks (No. 
12Inds. 20 Rails. High. Low. Total Sales. issues). 


Monday, November 8 118.20 105.91 y 88.41 825,600 231 
Tuesday, 105.26 ’ 87.07 1,191,500 219 
Wednesday, 106.79 85.76 1,230,400 208 
Thursday, 106.53 : 87.90 926,600 202 
Friday, 106.82 . 89.02 920,200 210 
Saturday, 106.80 : 89.99 325,900 174 
Monday, 106.55 ; 89.89 776,500 211 
Tuesday, 107.20 J 89.93 971,100 217 
Wednesday, 106.91 90.84 1,035,100 220 
Thursday, 107.57 90.61 790,400 191 
Friday, 107.06 90.55 569,200 206 
106.81 89.83 303,800 175 
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Bethlehem Steel-Remington Arms 


H. V.—Bethlehem Steel has so exceeded all 
expectations that it is difficult to express an 
opinion on this security. In Bethlehem’s case 
the ordinary standards do not seem to apply. 
The stock may do something. It has been 
said that it is worth $1000 a share, but we 
should hardly care to undertake the responsi- 
bility of advising its purchase to hold for that 
price. Winchester Arms is another company 
which has scored almost unprecedented ad- 
vances. While it may sell very much higher, 
you must realize that in buying these stocks at 
present prices there is always the chance of 
some development which might mean a tre- 
mendous drop in their market value. 





Investment Stocks 


.*H. C—We suggest the following stocks 
as likely to be good investments for profit: 

Low-Priced Rails :—Erie, C. & O., Seaboard 
preferred, Southern Railway preferred, Kansas 
City Southern common, N. a N. H. & H. 

Higher-Priced Rails:—Atchison common, 
B. & O. common, New York Central, Norfolk 
& Western, Southern Pacific, Union Pacific. 

Industrials:—Republic Steel referred, 
Alaska Gold, International Mercantile Marine 
referred, Westinghouse, Pittsburgh Coal pre- 
erred, Utah Copper. 





Int. Agricultural Corp. Pfd. 


H. P.—International Agricultural Corporation 
preferred is a stock which presents consider- 
able speculative possibilities: As the war has 
created a large demand for sulphuric acid it 
is proving very profitable to this company, and 
in addition the betterment in the cotton situ- 
ation augurs well for the fertilizing business 
next year. International’s record does not 
warrant its being placed in the investment 
class, but the company’s prospects are now 
better than for several years past. 





U. S. Realty 

C. W. S.—The U. S. Realty Company was 
not seriously injured by the subway disaster, 
as this represented only a small part of the 
business the company has in hand. The fu- 
ture prospects of this company are depending 
upon the activity of the real estate and rent- 
ing market in New York. The company is in 
a good position to profit by increased activity 
in real estate, and we see no reason to doubt 
that when the market improves, the earnings 
on the stock will improve with it. Real estate 
has been about as dull in New York City as it 
could ever get. It looks to us as though the 


next movement is more likely to be toward bet- 
ter business, when the stock should sell higher. 


Atchison versus B. R. T. 


F. H—The reason why Atchison common 
sells much higher than B. R. T. is that -it is 
believed to have better speculative prospects. 
It is a growing road, while there is no special 
reason to anticipate any special growth for 
B. R. T. The increasing population of Brook- 
lyn, will, undoubtedly, assure a good business 
for B. R. T., but its capital expenditures in 
connection with the new subway system will 
be large, and we do not see that. the stock has 
any very attractive speculative prospects. It is 
a standard investment issue, however. 





Attractive Speculations 


E. J. K—Among the low-priced securities 
with speculative possibilities, we regard Inter- 
national Mercantile Marine preferred, now sell- 
ing at about 43, as one of the most attractive. 
Low-priced rails, like the Erie stocks or some 
of the southern railroads, also offer specula 
tive inducements at the present time. 





Amer. Tube & Stamping 


B. L—American Tube & Stamping Com- 
pany, located at Bridgeport, Conn., is about 
the largest steel company in the New England 
States, and is one of the Eastern steel com- 
panies best equipped to profit by present con- 
ditions. The company manufactures direct 
from the raw material to the finished product. 
and for that reason, is in an envious position, 
as it is not affected by the price of raw ma- 
terial. Its plants are unusually well located for 
both rail and water shipping, and are divided 
into three branches. No. 1, Billet Mill; No. 2, 
Hot Rolling Mill; No. 3, Cold Rolling Mill 
and Finishing Mill. The company employs 
about 2,000 men at the present time, and for 
some months past has been working day and 
night to full capacity. In addition to the regu- 
lar busines—which is the largest in many 
years—the company has several orders for 
shrapnel shells and copper tubes for shells. It 
is in an unusually good position to handle 
these orders, as in the past, it has manufac- 
tured articles, such as seamless steel presto- 
lite tanks, gas containers, etc., for which prac- 
tically the same machinery is used as is used 
for manufacturing high explosive shells. 

The company has outstanding $1,160,000.00 
of bonds, $1,400,000.00 of preferred stock, par 
value $100.00 a share, and $1,400,000.00 of 
common stock, par value $100.00 a share. The 
preefrred stock is 7% cumulative, and as divi- 
dends have not been paid on it for 13 years. 
there are now accrued dividends due of about 
$90.00 per share, which must be paid before 
my dividends can be paid on the common 
st 
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American Malt 

S. C_—We are not very bullish toward Amer- 
ican Malt stock. While the speculative element 
may boost this issue up we see nothing -in the 
company’s affairs to warrant any great enthus- 
iasm. The year ended August 31, showed a net 
of $326,959, and the surplus after charges of 
$109,744. The year previous net profits, after 
charges and other deductions, were $325,310 
We are in possession of no recent data which 
indicates that the company’s affairs have ma- 
terially improved. 

Riker-Hegeman—Profit Sharing 

W. C. D.—Profit Sharing does not seem to 
offer any great speculative outlook at the pres- 
ent time. The company has met severe op- 
position to the coupon plan, and while we 
understand that it is doing a good -business, 
this business is not up to early expectations. 
Riker & Hegeman is a stock which has been 
hurt rather than helped by the’ war. It is 
likely to be a slow mover but should eventu- 
ally work higher. 





Babcock & Wilcox 

W. S. G—The Babcock & Wilcox Co. was 
incorporated in 1881, and has authorized and 
issued capital stock of $15,000,000, par $100. 
No bonds. No quarterly dividends have been 
paid for over twenty years, but before 1906 on 
smaller capital. The company issues no bal- 
ance sheet and no income statement. 





International Mercantile Marine 


W. E. S—As to the legal aspect of Inter- 
national Mercantile Marine's affairs, the bond- 
holders maintain that they can enforce a fore- 
closure sale. James W. Wallace, who rep- 
resents the ‘preferred stockholders and is ad- 
mittedly one of the ablest financial men in the 
city, says that a foreclosure suit can be suc- 
cessfully defended. As Mr. Wallace has em- 
ployed one of the ablest firms of lawyers in 
the country, we are inclined to the belief that 
he knows what he is talking about. It seems 
that the company had something like $8,000,000 
or $12,000,000 in cash when the “friendly” re- 
ceivership was declared, and we are of the 
opinion that no court is likely to sustain such 
a receivership if it can be shown that the 
bondholders are taking advantage of the re- 
ceivership situation to gouge the stockholders. 





“War” Stocks 
C. P. M.—Crucible and Pressed Steel Car 
are typically “war stocks,” and if you buy 
them you must not deceive yourself to the 
effect that you are doing other than specu- 
lating. Great Northern Ore should sell higher 
with a continuation of the improvement in the 
steel business. 
Pittsburgh Coal 


P. C. C.—Pittsburgh Coal common is a 
speculation. The large accumulation of 43% 


in unpaid dividends on the preferred stock 
would make it seem that common dividends 
are likely to be a long way off. The company, 
however, is now in a better financial position 
than for years past, and the common stock is 
likely to advance along with the preferred on 
further favorable developments affecting the 
company. 


Cheap Rails 


H. T.—We suggest Seaboard Air Line com- 
mon, Southern Railway common, and Wabash 
common, which is now selling on the Stock 
Exchange “when issued.” The first two stocks 
have had but little advance as yet. The South 
has suffered very severely from the war, but it 
is now beginning to recover, and we think the 
long pull prospects of these two stocks are 
good. Wabash has just been reorganized. It 
is a road that has always done a big gross 
business, and when its finances are straightened 
out by this reorganization, we see no reason 
why these stocks should not sell higher. We 
think the prospects of these three stocks are 
better than any of the other stocks you men- 
tion. We would prefer to let those alone, 
with the exception of Interborough Consoli- 
dated, which will undoubtedly be a safe pur- 
chase on declines, although we do not see any- 
thing especially bullish in the outlook for the 
company. The stock will doubtless follow the 
trend of the general market. 





American Woolen 


L. M. B—American Woolen is reported to 
have booked some very good orders for 
woolen goods to be issued in the manufacture 
of army supplies. Earnings are now estimated 
at the rate of 12% on the common. Early 
orders taken by this company were on small 
margins of profit, but it is understood that 
the new business has been contracted for on 
much better bases. The continuation of this 
demand from abroad and a better domestic 
demand ought to help the price of the stock. 





National Enameling & Stamping 


D. G—Latest estimates place National 
Enameling & Stamping’s war orders in excess 
of $20,000,000. The balance on the common 
for the last five fiscal years is shown in the 
following table: 

Balance on Percent. on 


Common. Common. 
SS 2 Deficit $49,506 ‘ls 
BSE ee STS Ce 163,011 1.91 
SRN EE Deficit 241, ox 
Seer 171,157 1.10 
ES 155,632 1.00 


Earnings for the first six months of the 
current year are reported to be well over pre- 
ferred dividend requirements. The common 
sold as low as 6% in 1907 and 9 in 1914. 
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INDUSTRIALS 


Aetna Explosives. —A DDITIONAL 
CONTRACTS closed for over $40,000,000. 


American Brake Shoe & Fdy.—READ- 
JUSTMENT of capitalization temporarily 
delayed as result of company’s entrance into 
munitions industry. 


American Can.—EARNINGS FOR 1915 


estimated at 5% on com. 


American Car & Fdy.—PLANTS OPER- 
ATING at capacity ; 90% of business is made 
up of domestic orders. 


American Cotton Oil—RESUMES DIVI- 
DENDS on com. at rate of 1% quarterly. 


American Linseed. —YEAR ENDED Sept. 
30 earned 6% on pfd. 


American Locomotive.—C ON TRACT 
CLOSED for 200,000 forgings for large 
shells; amount involved $4,000,000. 


American Pneumatic Service—LAMSON 
BRANCH has $850,000 orders on hand, of 
which $100,000 is for war material. 


American Steel Foundries—QUARTER 
ENDED Sept. 30 shows deficit of $123,124 
after charges. Nine months’ deficit after 
charges $480,127. Company has $18,000,000 
war orders, on which profit estimated at 
about $2,000,000. 


American Tube & Stamping —HAS RE- 
CEIVED large orders for ordnance acces- 
sories and is running day and night. 


American Woolen.—PLAN for re-incor- 
porating company under laws of Massachu- 
setts has been declared operative. 


American Writing Paper.—RUNNING at 
85% capacity, as against 70% a week ago. 


Babcock & Wilcox.—NEW PROCESS 
perfected for turning out shrapnel cases. 
a - just received another large shrapnel 
order. 


Cambria Steel —PENNSYLVANIA R. R. 
sold 240,000 shares of Cambria stock at pri- 
vate sale to Replogle interests. 


Chalmers Motor.—EXPECTED to put 
stock on $12 basis in January. Earnings 
current year expected to equal $30 a share. 


Chicago Pneumatic Tool—ORDER RE- 
CEIVED for shells from Russian Govern- 
ment. : Plant is working at present on 300,- 
000 shell order for British Government. 


Computing, Tabulating & Recording — 
EARNINGS for 8 mos. ended Aug. 31 equal 


to 3.6%, or an annual rate of 5.4%. 


Cuban-American Sugar—STOCK 
PLACED on 10% basis by 
quarterly dividend of 2%2%. 

Dominion Steel—ORDERS on hand suf- 
ficient to tax capacity of plant for some time 
to come. 


eclaration of 


Du Pont Powder.—CONTRACT 
PLACED by Allies for $65,000,000 worth 
of powder to be delivered in 1917, 


Eastman Kodak.—EXTRA DIVIDEND 
of 12%% declared on com. This makes 60% 
paid on com. for year. 


Emerson Phonograph.— EXPECTS to 
benefit greatly by fact that Victor and 
Columbia companies are refusing orders. 
Present season the greatest in history of the 
industry. 


General Motors.—PRODUCTION of cars 
for current fiscal year expected to total 
100,000 as against 76,000 for previous year. 


General Railways Signal—CONTRACT 
CLOSED for shell order of between $7,000,- 
000 and $8,000,000. Deliveries to be com- 
pleted before end of 1916. 


Hendee Manufacturing—ORDERS on 
hand for 2,500 machines for immediate de- 


‘livery. Sept. and Oct. shipments were 25% 


larger than last year. 


Lore: Roller Bearing Co.—STOCK IN- 
CREASED from $400, to $6,000,000 by 
payment of 1,400% stock dividend. 


Illinois Steel EARNINGS REPORTED 
highest on record. Plant is running at full 
capacity. 


International Steam Pump.—REORGAN- 
IZATION PLAN is upheld by Special Mas- 
ter. Plan had been opposed by a pfd. stock- 
holders’ protective committee. 


Kathodion Bronze—C ON TRACT for 
50,000,000 stems for automobile tires closed. 
The contract is $4,000,000 gross. Stems will 
be delivered at rate of 10,000,000 a year. 


Kresge (S. S.).—SALES for 1915 esti- 
mated by Pres. Kresge at $20,000,000. Prof- 
its on gross sales of $20,000,000 should be 
about $1,500,000, equal to 30% on present 
outstanding com. stock. 


Labelle Iron Works.—C O N TRACTS 
SIGNED for shrapnel material amounting 
to $12,000,000. Plants are running at capac- 
ity and company expects to show 30% 
earned on stock next year. 


Peerless Truck & -Motor Corp.—SUB 
SIDIARY. COMPANIES as of Sept. 30, 
1915, report cash on hand $2,376,082, and 
the parent company $292,500. Current as- 
sets total $4,380,807 and current liabilities 
$810,961, a working capital of $3,578,936, 
equal to nearly $18 a share. 


Pennsylvania Marine & Ordnance Cast- 
ings—A CONSOLIDATION of the Penn- 
sylvania Steel Castings Co. and the Baldt 
Steel Co., manufacturers of gun_ fittings, 
battleship parts, etc. Expected to list stock 
on the N. Y. Curb. 


Philli: Corporation. — INCORPORAT- 
ED UNDER laws of Delaware with $12,- 
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500,000 pfd. stock and $12,500,000 com. Con- 
trols following companies: American Steam 
Gauge & Valve Mfg. Co., of Boston; R. B. 
Phillips Mfg. Co., Worcester and Lowell, 
Mass.; Windsor Machine Co., Windsor, Vt.; 
National Acme Mfg. Co., Cleveland and 
Montreal, and White Mountain Paper Co., 
Portsmouth, N. H. Unfilled war orders 
booked are officially stated to be $60,000,000. 


Remington Typewriter.—NEW FINANC- 
ING through an issue of $5,000,000 bonds; 
special stockholders’ meeting called for 
Nov. 30 to authorize issue. 


Saxon Motor..—TO INCREASE capital 
from $350,000 to $6,000,000. Merrill, Lynch 
& Co. offering new stock for subscription 
at $75 per share. New company will have 
no preferred stock, bonds or fixed liabilities. 
Net earnings for present year on production 
of 17,000 cars estimated at $850,000. Orders 
already booked for 30,000 cars for 1916, it 
is said. Plant to be doubled. Officers are: 
Harry W. Ford, Pres.; Lee Counselman, 
Vice-Pres.; “Lincoln Scafe, Treas. 


South Porto Rico Sugar.—EXTRA DIVI- 
DEND of 5% declared on com. stock in 
addition to regular quarterly dividend of 2%. 


Stewart - Warner Speedometer. — PROF- 
ITS for quarter ended Sept. 30 $447,000 and 
for 9 months $1,221,350. 


Submarine Boat—ELECTRIC BOAT 
(the old company) declared quarterly divi- 
dend of 8% and F0% extra on com. and pfd. 
stocks. This is equivalent to $1.50 a share 
on shares of Submarine Boat Corp. 


Tobacco Products —-NET EARNINGS in 
Oct. increased 80% over previous year. 


Trinidad Sugar—STOCK DIVIDEND of 
10% declared and stockholders offered right 
to subscribe at par to new stock to extent of 
10% of holdings. 


Union Switch & Signal—CONTRACTS 
for shells to value of $7,000,000 booked and 
a new plant to be constructed to take care 
of order. 


United Cigar Stores—NUMBER of stock- 
holders has increased 110% in the last year. 


United Drug—NEW CORPORATION 
to be formed to take over United Drug Co. 
and Riker-Hegeman Co. Capitalization will 
be $52,500,000, consisting of $7,500,000 7% 
Ist pfd., $10,000,000 6% 2nd pfd., and $35,- 
000,000 com. 

United Fruit—NET EARNINGS for six 
weeks to Nov. 13 were $650,000 ahead of last 
year, 

U. S. Rubber—EARNINGS for 1915 will 
not be as large as in 1914, according to Pres. 
Colt. Increased cost of materials said to 


be the cause. 


U. S. Steel—UNPRECEDENTED DE- 
MAND for steel has caused the compan 
to withdraw temporarily from the Frenc 
and Canadian markets. 





Vulcan Detinning.—DEFICIT for quarter 
ended Sept. 30 $5,910, compared with deficit 
of $7,454 for previous year. 


Walpole Tire & Rubber —RECEIVERS 
PAY another dividend of 5% to creditors. 
This makes 90% that has been paid on the 
claims allowed. Receivers expect to pay 
another dividend later, as there is $200,000 
on hand. 


White Co—CONTROL has passed into 
the hands of a new corporation with $100,- 
000,000 capital. The profits of the company 
since the outbreak of the war are estimated 
between $7,000,000 and $10,000,000. 


Willys - Overland. — CANADIAN COM- 
PANY known as Willys-Overland, Limited, 
has been organized with $6,000,000 capital. 
New company will take over business of 
Russell Motor Car Co. and all Canadian 
business of the Willys-Overland Co. 


Woolworth (F. W.).—GROSS SALES for 
Oct. were $7,164,450, an increase of $586,634; 
10 months’ sales were $57,046,787, an in- 
crease of $4,747,850. 


Wright Aeroplane.—CAPITAL STOCK 
increased from $1,000,000 to $5,000,000. 
Henry Lockhart, Jr., president of the Sim- 
plex Motor Car Co., has been elected presi- 
dent. Comprehensive plans for develop- 
ment work and scientific research have been 
mapped out. Machines will be placed in 
the market at once. 


RAILROADS 


Alabama Great Southern.— REGULAR 
SEMI-ANNUAL dividend of 3% on pfd. 
and 24%4% on com. declared. 


Atlantic Coast Line—REPORT for year 
ended June 30, 1915, showed 6.27% on com. 
stock as against 10.67% for previous year. 
Declared regular semi-annual dividend of 
2%% on com. stock, payable January 10. 


Baltimore & Ohio.—VICE-PRESIDENT 
A. W. THOMPSON says the road is hand- 
ling the largest business in its history- with 
the greatest efficiency. For year ended June 
30, 1915, the company earned 5.49% on com., 
as compared with 4.49% in previous year. 

Boston & Maine—REPORT for quarter 
ended Sept. 30 shows surplus after charges 
of $1,374,474, an increase of $1,247,855 over 
previous year. 

Canadian Pacific—TOTAL VOLUME of 
grain on Canadian Pacific Sept. 1 to Nov. 13 
was 92,173,600 bushels, the greatest in its 
history. 

Chesapeake & Ohio. —-COAL TONNAGE 
for 3 mos. ended Sept. 30 was 6,419,319 tons, 
as against 5,913,603 the previous year. 

Chicago & Eastern Illinois—REPORT of 
receivers for year ended June 30 shows 
deficit after charges of $1,844,497. 
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Chicago & North Western —REGULAR 
QUARTERLY dividend of 2% on the pfd. 
a 134% on the com. declared, payable 

an. 3. 


Erie—OCTOBER NET earnings expect- 
ed to show a gain of over $1,000,000. In- 
crease in net in September was $967,784. 


Great Northern.— OCTOBER GROSS 
earnings showed an increase of over $1,000,- 
000. President Hill says that current earn- 
ings are running at the rate of $600,000 a 
week ahead of last year. 


Kansas City, Mexico & Orient—REOR- 
GANIZATION is being pushed and applica- 
tion has been made to the Kansas public 
utilities commission to issue $51,238,000 in 
stocks and bonds. 


Missouri Pacific—EDWIN GOULD says 
that unless material modifications are made 
in proposed reorganization plan, by which 
holders of convertible 5% bonds and 40- 
year gold 4% bonds are requested to ex- 
change their bonds for pfd. stock in the new 
company, he would be unwilling to deposit 
his own or holdings of the Gould Estate 
under the plan. 

Northern Pacific.—OCTOBER ESTI- 
MATED gross $7,111,365, an increase of 
$461,847. Nov. loadings are running about 
50% ahead of last year. 

Pennsylvania. — P RO FI T REALIZED 
through sale of Cambria Steel holdings esti- 


mated between $15,500,000 and $16,000,000. 


Rock Island—CONTRACT AWARDED 
to Illinois Steel Co. for 40,000 tons of rails. 
deliveries to begin in April. 


St. Louis & San Francisco —REORGAN- 
IZATION MANAGERS are endeavoring 
to get approval of proposed reorganization 
from the public service commissions in the 
states in which the company has property. 


Seaboard Air Line—STOCKHOLDERS 
at special meeting voted in favor of proposi- 
tion for consolidation of the Seaboard and 
the Carolina Atlantic & Western road. 


Southern Pacific—C. N. BLISS resigned 
from board of directors and was succeeded 
by F. D. Underwood. Election of F. D. 
Underwood to the board, it is stated, does 
not mean that any new traffic relations have 
been established with the Erie. Declared 
regular quarterly dividend of 1%4%, pay- 
able Jan. 3. 

Union Pacific—DECLARED REGULAR 
quarterly dividend of 2% on com., payable 
Jan. 3. 

Virginian Railway—REPORT for year 
ended June 30, 1915, shows surplus after 
charges of $737,921, as against $1,260,853 
the previous year. 

Western Maryland—GROSS EARN- 
INGS for 4th week of Oct. increased $85,- 
905, or 38.7%. 














NOWING when a security is cheap enough is almost 


as good as knowing when it is sufficiently high. 


In 


the first case you hope to make money and in the sec- 
ond you probably have already done so. 
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MINING AND OIL 








U | Lt "The Greatest Copper Mine 
ta in the World 


Mountain of Ore in Bingham Canyon, Showing “Benches” Where Utah’s Huge Steam 


Shovels Ply. 





By BARNARD POWERS 





[’ you had stood at the corner of Broad 
and Wall Streets a decade ago, and 
had stopped the first intelligent look- 
ing passer-by with the query, “What is 
the greatest copper mine in the world?” 
in all probability he would have paused, 
scratched his head a moment and then 
answered, “Why, Anaconda, of course, 
if it isn’t Calumet & Hecla or that Span- 
ish mine with the funny name—Rio 
Tinto, I think they call it.” Today the 
odds are ten to one that the unhesitating 
answer would be, “Utah Copper.” In 
another decade it may be Braden or Chile 
Copper, or some new great property as 
yet undiscovered. But for the time be- 
ing Utah, in point of size, production and 
developed tonnages of ore, stands head 
and shoulders above all the rest. Ana- 
conda can produce in the neighborhood 
of 300,000,000 Ibs. of the red metal per 
annum, operating under forced draught, 
against Utah’s maximum production ca- 
pacity of about 185,000,000 Ibs., with 
present mill capacity, but Anaconda is to 
be regarded rather as a linked group of 
mines, while Utah is one great entity. 
Utah’s Spectacular Rise 
Utah is the property which put the 
name “porphyry copper” on the mining 
map and Donald C. Jackling, mining en- 
gineer, of Salt Lake City, San Francisco 
and New York, is the man who conceived 
and executed the idea of “wholesale” 


handling of huge tonnages of ore on 
comparatively small margins of ore re- 
covery and profits. This simple plan— 
simple only until one realizes the enor- 
mous cost of equipping mills to handle 
great tonnages of ore and the intricate 
milling difficulties to be met and con- 
quered—is the secret of Utah’s success 
and the success of the other “porphyry” 
properties which followed Utah. When 
the story of mining in the Twentieth 
Century is written the name of Jackling 
will bulk large. Before he made his first 
examination of the properties which later 
became the Utah Copper Co., Mr. Jack- 
ling was the metallurgical expert of a 
comparatively obscure company in Salt 
Lake City. Now he is perhaps one of the 
best known mining engineers in the 
world. And all in the space of less than 
two decades. 
Great Ore Bodies 


The idea of the development of Utah 
was not conceived over-night. Few great 
ideas are. It is of interest to note that 
when Mr. Jackling made his first exam- 
ination of the Utah properties in 1898-99 
for his associates, Charles M. MacNeill, 
now Utah’s president, and Spencer Pen- 
rose, he estimated that Utah con- 
tained about 9,000,000 tons of ore which 
could be profitably worked. The tale of 
how apparently inexhaustible ore bodies 
opened out under later development, 1s 
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one of the romances of mining which 
make the industry one of the most inter- 
esting in the world. Your mining engi- 
neer is a person who loves to talk in 
terms of “proved” tonnages of ore. He 


rod. Therefore, Utah’s proved ore ton- 
nages totaled officially 338,000,000 tons 
on January 1 last, of which about 270,- 
000,000 tons were classed as fully de- 
veloped ore and 108,000,000 tons as par- 


Graphic No. 1. 


UTAN COPPER —— ANNUAL PRODUCTION. 
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considers it unprofessional to predict or 
even discuss for publication the size of 
ore bodies, no matter how clearly and 
certainly indicated, until they have been 
actually “blocked out” by the measuring 
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acity of Present Plant 


Production of last quar 
ter of 1915 estimated at 


tially developed ore in the mine. 

But get hold of anyone who has been 
over this property and has talked with 
its engineers when they were not speak- 
ing for quotation, and he will tell you that 
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it is a moral certainty that Utah will 
eventually develop at least 500,000,000 
tons, and the prediction of a billion tons 
is not regarded in informed circles as 
being fantastic. Certain it is that in 
places the drills have gone down as far 
as human ingenuity could send them 
without coming to the end of the ore de- 
posits, and, as a director of the company 
remarked dryly,.“As far as we know, 
maybe the ore continues through to 
China.” 

In 1903 the MacNeill-Jackling-Penrose 
syndicate acquired an option on the prop- 
erty from the Wall-Delamar interests and 
the career of Utah was fairly launched. 
From that time to the present it has con- 
tinued steadily on its policy of develop- 
ment. 


1914 and 1915 output totals would have 
been much greater had not the war 
caused the producers of copper to order 
a 50 per cent. curtailment in output which 
lasted for several months. It is of inter- 
est to know that at times Utah’s opera- 
tions meant the moving of 1,000,000 solid 
yards of material a month and that the 
operations at the Panama Canal never in 
any one month twice exceeded the magni- 
tude of Utah’s. Taking all the por- 
phyries in which the “Jackling crowd” 
are interested and the total of their opera- 
tions in a month far exceeds the total of 
for any one month. 


Early Skepticism in Regard to Utah 


Innovation usually means: opposition, 
and Utah did not escape much bitter 








UTAH COPPER 
Condensed Analysis of Six Years’ Operations 
(Years ended Dec. 31) 


1914 1913 1912 1911 1910 1909 
Ore treated (tons)..... 6,470,000 7,519,000 5,315,000 4,681,000 4,340,000 _ 2,674,000 
Copper produced (Ibs.) 115,690,000 113,943,000 91,366,000 93,514,000 85,645,000 51,749,000 
eee 8.13c. 9A9Xe. 9.02c. 7.86c. 8.06c. 8.78c. 
Received per Ib....... 13.25¢e. 15.16c. 15.83c. 12.64c. 12.67e. 12.9le. 
BUR BONED ccc eccccces $8,678,000 $8,513,000 $8,449,000 $6,238,000 $5,402,000 $2,155,000 
Dividends shine teases 000 $4,748,000 $4,730,000 $4,703,000 $4,649,000 $1,464,000 
Year’s surplus ........ *$3,327,000 $3,258,000 $3,720,000 $1,535,000 $753,000 $690,000 
Total surplus ......... $13,035,000 $9,709,000 $6,451,000 $2,731,000 $3,697,000 $2,944,000 
Earned per share...... $5.34 $5.38 $5.35 $3.96 $3.46 $2.94 





* $524,000 charged to reserve for depreciation. + 508,000 charged to reserve for depreciation. 
$$2,500,000 written off prepaid ore account. 








Enormity of Utah’s Operations 

Something of an idea of the enormity 
of the task of developing a property of 
this size is obtained when one realizes 
that it required upwards of a $10,000,000 
outlay to bring the mine to the production 
stage. It was not until 1906-7 that those 
who had placed their money on the genius 
of Jackling and their faith in the future 
of Utah, began to see that their expecta- 
tions were likely to be realized. By 1909 
Utah’s great mills were grinding out half 
a hundred million pounds of copper a 
year and in 1913 production topped the 
century mark. A glance at the table giv- 
ing a summary of Utah’s operations for 
the last six years gives a good idea of 
how fast the company has developed. 
Graphic 1 shows the almost uninter- 
rupted upward swing of production. The 


criticism in its infancy.. The “old school” 
derided Jackling’s “steam shovel” mine 
and predicted all sorts of disaster. They 
said that the idea of treating ore on a 
large-tonnage-small-profit basis was im- 
practical, the theory of a dreamer, that 
the management was concealing the ex- 
pense of removing the “over-burden, 
that the whole thing was a_ financial 
pyramid which eventually must come top- 
pling to terrific financial ruin, etc., etc. 
One by one the impressive performances 
of Utah silenced its critics, except those 
animated by pique or personal spite, until 
now it is admitted in all informed and 
fair-minded circles that the mine has not 
only attained, but has exceeded by large 
margins the early predictions of its be- 
lievers. 

Graphic 2, giving the high and low of 



































Utah’s market price for the last few 
years, shows how steadily upward the 
company’s stock has crept in the favor of 
investors until now Utah is almost within 
hailing distance of parity with the price 
of Anaconda, which absorbed the Amal- 
gamated Copper Co.’s assets. 

As the Graphic shows, the range 
of Utah’s yearly fluctuations has been ap- 
preciably less than those of Amalgamated. 
It is more of an investment than a specu- 
lative security. 


Grapuic: No. 2. 
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Life of the Property 

On the basis of Utah’s “official” ore re- 
serves and the largest annual tonnage 
heretofore treated (less than 8,000,000 
tons), Utah has a life of upwards of 
forty years, or long enough to be beyond 
the pale of interest of the present genera- 
tion. If one cares to speculate on the 
unproved ore tonnages it is very easy to 
picture one’s great-great grandchildren 
receiving dividends on Utah stock pur- 
chased at the present time by far-sighted 
forebears of the present day and age. 


Present Earnings 
Utah Copper, with copper metal selling 
at 18c. a Ib., can earn between $12 and 
$13 a share per annum. At Utah's pres- 
ent rate of production every advance of 
Ic. a Ib. (at this writing copper is quoted 
at 19¢.), means about a dollar per share 
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per annum additional earnings. An an- 
nual production of 185,000,000 Ibs. per 
annum is about Utah’s capacity with its 
present equipment. It would not be diffi- 
cult to add to the company’s mills and 
materially increase the output but only 
the prospect of long continued high prices 
for copper would warrant such a step and 
the management is not considering such 
action at this time. 

One factor which in time may bulk 
very important in Utah’s affairs is the 
so-called “oil-flotation” process of treat- 
ing concentrates which has already 
been tried with highly satisfactory re- 
sults in the case of many porphyry mines. 
Inasmuch as this process is being liti- 
gated at the present time one may. expect 
no discussion of its possibilities as ap- 
plied to Utah by the Utah management. 
But the statement is warranted that if 
used on Utah’s concentrates it will result 
in a very material increase in recoveries 
and decidedly larger profits. 


Larger Dividend Prospects 


The conservative attitude of the man- 
agement of this company is shown in the 
fact that while Utah is earning nearly 
three times its present $4 annual divi- 
dend requirements, the dividend rate in 
the last year has been advanced only from 
$3 to $4. The reasons for this are two- 
fold. In the first place the directors of 
the company are unwilling to put the 
stock on a basis which cannot be main- 
tained under all ordinary fluctuating con- 
ditions, and secondly, a fixed policy has 
been to accumulate enough cash to allow 
Utah to carry its copper without bor- 
rowing large sums. 

Utah’s cash position is now the strong- 
est in its history and as a result the 
stockholders may look for something sub- 
stantial in the way of an increase in the 
dividend rate or an extra dividend at the 
quarterly dividend meeting scheduled for 
late this month or early in December. 
Providing, of course, some wholly unex- 
pected turn of affairs does not throw 
out present calculations. Just what the 
increase will be depends upon develop- 
ments between now and the date of the 
meeting, but it does not seem unreason- 
able to look for the stock to be put upon 
a $5, and maybe a $6 basis. 











Revival in the Oil Industry 


Better Days in Sight for the Petroleum Business — Upward 
Rush of Oil Prices— A Summary of Existent Condi- 


tions and Prospects 





By J. W. SMALLWOOD 





MCE than six months ago an official 
of one of the larger Standard Oil 
units stated that the oil industry 

had turned the corner. As a matter of 
fact the petroleum business had struck 
bottom and was on its way to recovery 
before the close of 1914, and since then 
there has been a steady improvement in 
demand: for petroleum products, partic- 
ularly gasoline. However, something 
more than increased demand was needed 
to bring back to the industry a repetition 
of the prosperous conditions prevailing 
in that period following the dissolution of 
the Standard Oil combination, from 1911 
to 1913. The oil trade in general had 


been suffering from over-production 


situation and when the bottom was 
reached, producers saw Oklahoma oil 
quoted at 40 cents a barrel with many 
contracts being made below the contract 
price; Pennsylvania crude dropped from 
$2.50 to $1.35 a barrel and other grades 
suffered a corresponding decline. 
Naturally, prices for refined products 
were also affected, with the greatest com- 
petition in the history of the trade giving 
an added impetus to price-cutting. 

At the end of July, 1915, officials of the 
Prairie Oil & Gas Co., the Standard Oil 
representative in the Oklahoma fields, de- 
cided that Cushing was on decline and 
that it would never again reach its former 
maximum output, about 300,000 barrels a 





Grade. 
Pennsylvania ppunvebicsusoaueens 


Lima, Ohio 
e ___ Kansas-Oklahoma 


RANGE IN PRICES OF CRUDE OIL 


Present 
Price. 


Advance 
from Low. 


Previous Previous 
Low. High. 
$1.35 $2.50 $0.65 

88 1.44 35 
40 1.05 60 





more than anything else. The word on 
the lips of every oil man late last year and 
during the greater part of 1915, was 
“Cushing.” Following an era of great 
drilling activity stimulated by high crude 
oil prices, the Cushing pool was dis- 
covered in Oklahoma in December, 1913. 
The production of this pool increased un- 
til it reached something like 300,000 bar- 
rels daily, which meant that at that rate 
over 100,000,000 barrels of crude oil had 
been added to the country’s crude oil out- 
put. Oklahoma crude oil which had been 
established at $1.05 a barrel early in 1914, 
started to topple. One cut after another 
came so quickly that Oklahoma soon be- 
came the center of the oil stage. Cush- 
ing oil being of a high quality, refiners 
turned to the use of that product, and 
prices of crude oil throughout the coun- 
try joined in the decline. The outbreak 
of war last August only aggravated the 


day. On Monday morning, August 2, 


1915, the Prairie Oil & Gas Co. an- 
nounced an advance of 10 cents a barrel 
in the price of Oklahoma crude oil. Cush- 
ing continued its decline, falling off to 
about 150,000 barrels a day, and crude 
oil prices now on the upgrade moved 
faster than they had previously dropped. 
In the table herewith will be found the 
range in prices of the principal grades 
of crude oil from the beginning of 1913 
up to the present time. 

Prices for petroleum products stim- 
ulated by higher quotations for the raw 
material and a tremendous increase in 
demand, principally for domestic con- 
sumption, have shown an advance fully 
in proportion to the crude price appre- 
ciation. Comparisons of prices for gaso- 
line at principal distributing points are 
shown on page 263. 

Those who have been following oil 
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conditions closely believe that the in- 
dustry is now in the midst of the most 
prosperous period ever witnessed. 
Furthermore, they believe that before the 
present boom is over the oil companies 
will have enjoyed the largest profits of 
any period in their history. In this con- 
nection it is to be noted that the Standard 
Oil companies throughout the time of de- 
pression and right up to the present have 
been constantly expanding and improv- 
ing their facilities, until today most of 
the refining plants are capable of turning 
out a much larger volume of petroleum 
products than was the case in 1913. And 
still every indication is that before next 
year has gone very far the demand for 
petroleum will be greatly in excess of the 
capacity of the country’s refineries. Oil 
securities have been overshadowed by 
the great excitement in the “war” stocks, 
but now that the boom in these shares is 
under way oi! authorities have plenty of 
ground on which to base their expecta- 
tions for much higher prices. 

While the oil securities until recently 
have not attracted the same attention that 
they did in the boom times of two years 
ago, there has nevertheless been a steady 
appreciation in value of these issues, as a 
result of investment demand. In this 
connection the table given herewith set- 
ting forth the high and low prices for 
the current year, together with the ap- 
proximate latest quotations of some of 
the more popular oil issues of merit is 
of interest. 

Most of the low priced issues are 
now selling at about their best figures of 











Record 
1915 Hi 

Hi Low Last Prices 

Anglo-American ... 19 13% 17 *19% 

Cosden & Co...... 1% 5 6% 7% 
Crescent P. L...... 51 36 50 87 
Cumberland P. L... 67 41 65 100 
Nat. Transit ...... 38 28 38 57 
Midwest Refg...... 58 34 57 58 
Houston Oil ....... 25% 10% 24% 755 
“i <a 14% 5 14 14 
Penn-Mex Fuel 52 63 66 
_ tt eee 17% c) 16% *21 
Unies Tk. -E.. ....»- 92 78 92 109 
Washington Oil.... 50 30 49 77 

PE veacksews 18% 13% 18 19% 
Pierce Oil 6’s...... 88 73 87 93 





*Since change in capitalization. 
tApproximate. 





COMPARATIVE GASOLINE PRICES 


July 1. Nov. 22. 
. 2 ere $0.12 $0.19 
DER: canenceses 08 14 
CD cacneaukoeews 0814 14% 
Rocky Mt. States.... 12 19 








the year and in some cases at the best 
quotations on record. Most of the com- 
panies, however, are now in a position 
to produce larger earnings than at any 
previous time in their history. For in- 
stance, Anglo-American Oil Co., Ltd. 
(the Standard Oil representative in Great 
Britain) is now conducting, by far, the 
largest volume of business that it has 
ever enjoyed. This company is supply- 
ing a great part of the Allies’ war re- 
quirements of petroleum products, and 
is further benefiting in its trade in Eng- 
land because of the difficulty which is 
now experienced by other foreign com- 
panies in obtaining oil from fields other 
than the United States. Were it not for 
the likelihood of large war taxes the 
stock of this company would be selling 
much higher than its present quotation. 
The refining companies included in the 
above group include Cosden & Co., 
operating in Oklahoma; Midwest Refin- 
ing Co., with a plant at Casper, Wyo., 
which supplies the West, the Middle 
West and Western Canada; Pierce Oil 
Corporation, which does a large business 
in the United States and Mexico; and 
Pure Oil Co., a Pennsylvania concern. 
All these companies are enjoying a large 
increase in business as a result of the 
growing demand for petroleum products. 
Furthermore, these companies are bene- 
fiting greatly from advanced prices. The 
International Petroleum Co. might be 
classed as a refining company as it owns 
a plant at Talara, Peru. It also is a pro- 
ducing and marketing company having 
extensive properties in Peru. Washing- 
ton Oil Co. is a Pennsylvania producing 
company (Standard Oil) while Penn- 
Mex Fuel Co. is the Mexican producing 
subsidiary of the So. Penn Oil Co., a 
former Standard Oil subsidiary.. Hous- 
ton Oil Co. is a Pennsylvania producing 
tensive oil territory in Texas, most of 
which is undeveloped. In the pipe line 
group are Crescent Pipe Line, Cumber- 
land Pipe Line, and National Transit Co. 














Mining and 


Oil Inquiries 





Greene-Cananea 
W. S. J.—Greene-Cananea is likely to prove 
a battleground for the opposing factions in 


Mexico, and that would mean serious inter- 
ruption if not suspension of the company’s 
operations. For that reason it would seem 
to be a wise move to get out of that stock 
when you can do so without loss and buy 
some other copper like Ray, Chino or Utah. 





Hecla Mining 


H. V.—Hecla Mining Company is a lead 
proposition in the Couer d’Alene district. We 
understand that it is a good sized property 
with considerable ore reserves. It has a cap- 
ital of 1,000,000 shares, par 25c. a share. It 
has paid something like $3,500,000 in dividends 
and is now paying at the rate of 7% monthly. 
On an investment basis it seems to present 
some attractiveness, but it does not seem to 
be a stock that is likely to do much specu- 
latively. 





Porphyry Coppers 

S. H. C.—We believe that you would do 
well to hold your Utah, Ray and Nevada until 
after the extra dividend, which it is expected 
will be declared this month. It might be well 
to sell your Nevada when a good opportunity 
presents itself as this stock has very little 
speculative possibilities. 





Davis-Daly 


W. G. B.—Davis-Daly has been a mine of 
great disappointment, and in our judgment is 
still very much of a speculation. The finding 
of ore believed to belong to the long sought 
for Hesperus vein gives an improved outlook 
to the company’s affairs, and it may be that 
further ore developments will warrant higher 
prices for the stock. 


Canada Copper 

B. G.—Canada opper must be regarded as a 
speculation. The company claims to have 
8,000,000 tons of approved ore averaging 
1.75% copper with additional prospective ore 
of 2,000,000 tons. The general manager of the 
properties recently stated that the company 
eventually plans to erect a concentrator treat- 
ing 2,000 tons daily and costing about $500,000 
company has an authorized capitalization 
of $5,000, of which $3,001,000 has been 
issued, par $5. Funded debt consists of $500,- 
000 10-year 6% Convertible Debentures, with 

$400,000 held against future requirements. 


National Lead 
W. E. S.—The National Lead Company is- 
sues nothing ond its annual report to its 
stockholders. The annual meeting is the third 
Thursday in April. The regular quarterly 








preferred dividend is payable December 15, to 
stock of record November 19, and the last 
regular quarterly common dividend was paid 


September 30 to stock of record September 
10. We understand that the company ‘s earn 
ing its common dividend comfortably, but that 
no change in that rate is in prospect at the 
present time. 





Central Petroleum 


E. C. B., N. Y. City—Central Petroleum 
does not belong, strictly speaking, in the in- 
vestment class. The company was incorpo- 
rated August 4, 1915, as successor to the 
Central Fuel Oil Company, which was pur- 
chased under foreclosure sale in July of that 
year. The Texas Company has control of 
the management for the ten years ending 
April, 1923, through the oueaniie of 600,000 
shares of common stock. The fact that the 
preferred is guaranteed by the Texas Com- 
pany is a point in favor of this security. 
Central Petroleum makes no statements of 
earnings, but the company seems well spon- 
sored, and perhaps it would be more accu- 
rate to say that its stock is a speculation 
with some good investment features. 





Pierce Oil 


_S. A. E., Jamestown, N. Y.—Pierce Oil 
is a speculation, but one with some promise. 
The first half of 1915 the company showed a 
net income of $514,000 against $635,000 for 
the whole of 1914, and a surplus after 
charges of $159,000 against a deficit of 
$73,000 for 1914. It looks, therefore, as 
though this year would exhibit a sizeable 
balance on the right side of the ledger and 
that Pierce stock will sell higher. 





Victoria Oil 

R: G., N, Y. City.—Victoria Oil is a new 
company, and it is reported that the com- 
any is meeting with the largest demand 
or its product in its history and that the 
management has given orders to rush work 
on the opening of new wells throughout the 
company’s territory. This stock is un- 
doubtedly a very speculative issue, but its 
sponsors are men of reputation in the oil and 
financial fields. 





Howe Sound 


_ S. H., N. Y. City—Howe Sound Co. was 
incorporated in 1903 in Maine. It is a se- 
curities holding corporation controlling the 
Britannia Land Co., Ltd., also the Britannia 
Mining & Smelting Co., which took over 
the properties of the Britannia Copper Syn- 
dicates, “Ltd., and the smelter of the Bri- 
tannia Smelting Co., Ltd. It has an author- 
ized capitalization of $3,000,000, issued $984,- 
150, par $1. Bonds, $1,000,000, convertible 
into stock at par. Some good names appear 
in connection with the company. Grant B. 
Schley is president and E. J. Sreoten and 
L. S. Noble are directors. 


























Mining Digest 





Alaska Gold —GENERAL MANAGER 
JACKLING says that low-grade ore en- 
countered on the fifth level will delay bring- 
ing mine up to the anticipated 10,000-ton 
per day shipping capacity. “Alaska Gold 
will prove all that was ever claimed for it, 
but we will be delayed a little in getting 
there. That is the situation in a nutshell.” 


American Smelting & ne TARES 
OPTION on 18 Lakeview ining Co.’s 
claims. Option calls for payment of $625, 
000 in four quarterly payments beginning 
March 8, 1916. Declared regular quarterly 
dividends of 1% on com. and 14% on pfd. 


American Zinc, Lead & Smelting —ESTI- 
MATED PROFITS for 1915 $5,000,000, 
equal to $26 per share. On Nov. 1 the com- 
pany had $2,000,000 liquid assets. 


Anaconda—CONTRACTS with the Du 
Pont Powder Co. for sale of sulphuric acid. 
Oct. copper output 24,900,000 Ibs. 


Braden Copper—OCTOBER PRODUC- 
TION 3,726,000 Ibs. It is understood the 
costs of production have been reduced be- 
low &c. Nov. output estimated at 3,600,000 
Ibs. 


Butte & Superior—OCTOBER PRO- 
DUCTION over 15,000,000 Ibs. of zinc. The 
company is now getting 95% recovery of 
mineral values in the ore as against 85% 
heretofore. Earnings for 1915 estimated at 
$8,500,000, equal to $32 per share. 


Canada Copper.—ORE RESERVES 
9,000,000 tons, averaging 1.8% copper, in 
addition to which 2,000, tons of probable 
ore has been located. Exploratory work is 
being continued. 


Cerro de Pasco.—ESTIMATED that net 
earnings for 1915 will exceed $5,000,000. The 
company is now producing at the rate of 
over 60,000, Ibs. per annum. Oct. pro- 
duction was 6,250,000 Ibs. 


Copper Range—DECLARED DIVI- 
DEND of $3 per share. Last previous divi- 
dend was 50c., paid in October, 1913. Earn- 
ings this year estimated to equal $9 oki 
share. Production running at rate of 5,000,- 
000 Ibs. monthly. 


Elkhorn Coal Corporation —DIRECTORS 
of Elkhorn Fuel Co. passed resolution ask- 
ing stockholders to approve sale of assets 
to Elkhorn Coal Corp., to be organized un- 
der laws of Virginia. 


Federal Mining & Smelting —REPORT- 
ED that dividend may be increased at next 
meeting of directors. 


General Development—NUMBER of 
shares increased from 30,000 to 120,000 and 
par value reduced from $100 to $25. New 
stock will be exchanged for the old at the 
rate of 4 shares for 1. Officials eg om | 


making application to have new shares liste 
on N., ¥' é 


urb. 


Guggenheim Exploration —ACCORDING 
to plan.decided upon for dissolution of com- 
pany, there will be distributed to sharehold- 
ers their proportion of Ray, Chino, Amer- 


ican Smelting com. and Yukon Gold. In 
addition each stockholder has option of 
taking $37.50 in cash or Kennecott stock to 
represent Utah Copper investment. There 
is also $14,000,000 cash to be distributed. 
Value of each share of Guggenheim at cur- 
rent prices of above securities figures out 
at about $87. 


Inspiration Consolidated —O C TOBER 
PRODUCTION 4,000,000 Ibs. It is esti- 
mated Nov. production may run as high 
as 6,000,000 Ibs. 


Island Creek Coal—OCTOBER PRO- 
DUCTION 196,000 tons, as against 175,000 
tons previous year. 


Kennecott Copper—COMPANY has 
i, to purchase the 400,000 shares of 

tah in uggenheim Exploration Co.’s 
treasury, issuing 1% shares of Kennecott 
for 1 share of tah, Braden stockholders 
are offered privilege of exchanging shares 
for Kennecott at the ratio of 34% to 1 


Lake Superior.—PROFITS are running 
about $10,000 per month, and production 
200,000 Ibs. of copper monthly. 


Magma Copper.— QUARTER ENDED 
Sept. 30 operating profit $238,490, equal to 
about $1 per share. Production for quarter 


1,973,960 Ibs. 
Miami Hy: r—OCTOBER PRODUC- 
TION 4,025, 38 Ibs. 


Nipissing Mines ESTIMATED PROF- 
ITS for October $115,189. Total estimated 
profits Jan. 1 to Oct. 30 $1,106,036. Annual 
dividends of 20% require $1,000,000. 


North Butte—NEW LOW record of 
costs made during the past few months with 
an average close to 7c. a lb. delivered in 
New York. 


Quincy Mining—PRODUCTION for 
ear estimated between 21,000,000 and 22,- 

,000 Ibs. of copper, at a cost of between 
10%c. and llc. 


St. Joseph Lead—OUTSTANDING IS- 
SUE of $1,988,000 notes of company will be 
paid off Jan. 1. Declared regular quarterly 
dividend of 15c. per share and extra dividend 
of 10c., payable Dec. 20 


Santa Fe Gold & Copper mm Tt t 4 
months ended Sept. produced 1,055,997 
Ibs. of copper at profit of $93,000, at cost 
slightly below 8c. 


Shattuck-Arizona.—IN RESPONSE to 
rumor that $4,000,000. of vanadium ore has 
been mined General, Manager Shattuck says: 


“No vanadium ore mined, but large tonnage 
has been opened m mine. 
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Standard Silver-Lead Mining Co.—DE- 
CLARED REGULAR monthly dividend of 
2%c. and extra dividend of atc. payable 
Dec. 18. 

Utah Consolidated.— DECLARED 
QUARTERLY dividend of 50c., payable 
Dec. 20. 

Utah Securities—-HAYDEN, STONE & 


CO. and Electric Bond & Share Co. have 
purchased entire holdings of James Camp- 
bell estate, amounting to 41,800 shares. 

U. S. Smelting, Refining & Mining. — 
EARNING at the rate of $15 per share on 
com. stock. Reported that high-grade ore 
is being developed in company’s Mexican 
property. 





Oil Notes 





Anglo-American Oil—EARNINGS FAR 
ahead of last year owing to enormous busi- 
ness in filling Government contracts. 

Atlantic Refining —-DECLARED QUAR- 
TERLY dividend of $5, payable Dec. 15. 

Continental Oil—EARNINGS UNDER- 
STOOD to be running 50% ahead of last 
year. Crescent Pipe Line declared quarterly 
dividend of 75c., payable Dec. 15. 

Cumberland Pipe Line. — DECLARED 
ANNUAL dividend of $5, payable Dec. 15. 

Gulf Refining. — CONSTRUCTION of 
$600,000 office building at Houston, Texas, 
started. 

Northern Pipe Line—DECLARED 
en dividend of $5, payable 
an. 3. ‘ 

Pan-Handle Refining Co.—WORK; 
STARTED on new oil refinery at Wichita 
Falls, Texas. Plant to have an initial ca- 
age of 2,000 barrels daily. Company will 
ay 4-inch pipe line to Burkburnet oil fields. 

Pierce Oil—EARNINGS RUNNING 
well ahead of last year. 


Solar Refining. — DECLARED REGU- 
LAR semi-annual dividend of $5, payable 
Dec. 20. 

South Penn Oil—DECLARED QUAR- 
TERLY dividend of $3, and $3 extra, pay- 
able Dec. 31. 

Standard Oil of California—DOMESTIC 
BUSINESS has lately increased. War or- 
ders reported to be small. 

Standard Oil of Indiana—EX PECTED 
to produce during 1915 5,000,000 barrels of 
gasoline. Operating day and night trying 
to meet increased demand. 

Standard Oil of Nebraska. —DECLARED 
DIVIDEND of $10, payable Dec. 20. 

Standard Oil of New York.—DE- 
CLARED DIVIDEND of $2, payable Dec. 
15. 

Texas Company.— PRODUCERS OIL 
CO., a subsidiary, struck 14,000-barrel well 
at Humble, Texas. 

Venture Consolidated Oil—WELL NO. 
59, which was struck Nov. 3, is flowing at 
rate of 250 barrels a day. Refinery is turn- 
ing out 1,800 barrels of gasoline daily. 








General Motors—Chevrolet 
(Continued from page 248.) 


The earnings of the constituent com- 
panies for the 12% months ended 
August 14 are given as $965,000, or 
4.20 per cent. on the present capitaliza- 
tion. The earnings are now reported to 
be running at the rate of $2,000,000 per 
annum, or 10 per cent. on the stock. 
With the funds received from the sale 
of the stock, the output of the company 
will, it is said, reach 300 cars per day. 
On this basis estimates have been made 
that the company will earn $5,000,000 
for the next fiscal year. This is 25 per 
cent. on the stock, and 20 per cent. on 
its present price. This compares with 
about 19 per cent. earned last year on 
the present price of General Motors. It 
must be remembered, furthermore, that 
the figure given for Chevrolet is a Wall 
Street estimate, with few or no available 
facts to warrant it, while the figure given 
on General Motors is that of actual 
earnings. On the basis of this compar- 


ison General Motors looks cheaper than 
Chevrolet, and in addition it will soon 
be paying regular dividends, which 
Chevrolet will probably not do for some 
time to come. 


Need for Definite Information 


The writer has already sounded a 
note of warning concerning injudicious 
speculation in automobile _ stocks. 
Whether the stock of the Chevrolet com- 
pany is cheap or dear is impossible for 
the outsider to determine as practically 
no data is available regarding earnings 
or assets. Until such data is obtainable, 
both investor and speculator will do well 
to avoid operations in such issues, as 
thus far we are unable to give the stock 
an investment rating of any kind, but 
the stock has no proven market, and in 
a time of reaction in securities as a 
whole might be salable only with great 
difficulty. 
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HOW TO READ 
THE FINANCIAL PAGE 


By SCRIBNER BROWNE 





PART VIII 
Commodity Prices—Pig Iron and Steel—Building Statistics 


MONG the most interesting figures 
found on the financial page are 
those showing the level of com- 

modity prices, but their significance is 
appreciated by very few readers. A 
commodity, in this sense, means any 
article of trade, something regularly 
bought and sold. 

The general level of commodity prices 
is approximated by combining the prices 
of all the principal commodities on which 
prices can be regularly and reliably ob- 
tained. The result is an “index” figure 
which is kept up from month to month 
and serves to show roughly whether 
prices are advancing or declining or 
standing still. 

Several of these index figures are com- 
piled in this country and several abroad. 
Bradstreet’s makes up such an index by 
simply adding together the prices of 
about 100 different staple commodities. 
The full list is given in Bradstreet’s 
lVeekly once a month, the different 
articles being divided into groups and 
analyzed so as to show just where the 
rise or decline occurs. R. G. Dun & Co. 
have a somewhat similar index figure, 
Thomas Gibson prepares a “weighted” 
index figure arranged to show the ap- 
proximate cost of living for the average 
lamily, and there are several others. 

Economists have occasional verbal 
wrestling matches over the proper scien- 
tine method of weighting these indices— 
by which is meant the relative weight to 
be given to different commodities or 


groups of commodities in making up the 
index. What is the best method depends 
on the use to be made of the index. For 
sociological purposes Gibson’s index, 
based on the analysis of family budgets 
and intended to show as closely as pos- 
sible the rise or fall in the cost of living, 
would be decidedly preferable to Brad- 
street’s, for example; but for the pur- 
pose of the investor Bradstreet’s or Dun’s 
is as good as any. All such figures are 
only approximate and the plain average 
of any large number of commodities is 
sufficient to give an idea of the general 
trend of prices, which is all that the in- 
vestor wants. 


Why Commodity Prices Interest the 
Investor 

The investor is chiefly interested in 
commodity prices not for themselves but 
for their influence on security prices—a 
subject very little understood by most 
people. Almost everyone knows, if he 
stops to think of the matter at all, that 
rising prices stimulate business. A sharp 
advance in the price of iron and steel, 
for example, is immediately accepted as 
a bull argument on the stocks of the 
steel companies. In the same way the 
combined effect of higher prices for 
commodities on the stock market as a 
whole is decidedly important. 

The general level of commodity prices 
has been gradually rising since 1894. Be- 
fore that date it had a general downward 
tendency for about twenty years. The 
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principal cause of the rise since 1894 has 
been the increased production of gold. 

The investor, however, is more inter- 
ested in the minor swings of commodity 
prices. A complete up-and-down swing 
usually covers about three years. For 
example, the high and low points of 
Bradstreet’s index since 1907 have been 
as follows: 


High, March, 1907 
Low, June, 1908 
High, January, 1910 
Low, May, 1911 


Low, June, 1914 
MI, TOPE. og cin wclcenwcus ees 


Broadly speaking, we have had grow- 
ing prosperity in business while com- 
modity prices were on the upgrade and 
increasing dullness and depression while 
commodities were falling. It is easy to 
see the reason of this. The principal 
problem of every business is to sell its 
product. On rising prices it is easy to 
sell, on declining prices hard to sell. 
Rising prices permit a good profit. Fall- 
ing prices continually shave the profit. 

Since the prices of the stocks which 
represent various lines of business de- 
pend so largely upon the profits the com- 
panies are earning, it is evident that the 
general course of commodities will have 
a very intimate connection with the gen- 
eral course of stock prices. 

The stock market usually anticipates 
business conditions; so we find that the 
bottom of the stock averages was 
touched in December, 1907, three months 
in advance of the bottom for commodity 
prices; in 1909 the top for stocks was in 
October, top for’ commodities three 
months later; in 1912, top for stocks in 
September, for commodities in Decem- 
ber, again three months later. 

This period of three months by which 
stocks anticipate business conditions may 
be accepted as about normal, but of 
course special conditions often cause 
variations. For example, stocks touched 
bottom in July, 1910, and returned to 
nearly the same low point again in Sep- 
tember, 1911, while the low point for 
commodities was reached in May, 1911. 
Again, for three months following the 


outbreak of the war, August, September 
and October, 1914, the movements of all 
Statistics were so deranged by the psy- 
chological factor as to be of little help 
to investors. 

Enough has been said to show that it 
pays the investor to keep track of the 
movements of commodity prices. He 
needs the information to aid him in 
forming a sound judgment of the invest- 
ment situation. 

It will be observed that business liqui- 
dation, as shown by falling commodity 
prices, usually lasts about a year and 
a half. By that time surplus stocks of 
merchandise have been pretty well 
cleaned up and the weak spots mostly 
located and removed. A turn for the 
better is then probable before long. 

The investor can thus keep track in a 
rough general way of the progress of 
liquidation in the field of general busi- 
ness and can get considerable help in 
deciding when to buy stocks. He gets 
less help from this source about when 
to sell, yet even here the progress of 
commodity prices should not be ignored. 


Production of Pig Iron 

Another useful figure found on the 
financial page is that for the monthly 
production of pig iron. There is a some- 
what close correspondence between the 
general swings of commodity prices and 
of pig iron production. This is, of 
course, quite natural. Rising prices 
quickly bring increased production, and 
as iron is the material most used in con- 
struction of all kinds, a greater demand 
for it soon arises. 


U. S. Steel Tonnage 

The unfilled orders of the U. S. Steel 
Corporation are given out once a month 
on all the best financial pages. They 
afford one of the best guides to business 
conditions and therefore indirectly to the 
movements of stocks. 

For example, the high. point in unfilled 
orders was reached in December, 1912, 
when the stock market was still near its 
high level. The low point-of 1914 was 
in December, when stock had made only 
a small advance from the bottom. 

An insight into the business situation 
is often gained by comparing different 
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figures with each other. So long 
as the increase in orders is propor- 
tionately about the same as the gain in 
iron production, we may figure that de- 
mand is keeping pace with supply and 
the situation is therefore sound. But 
when we note that unfilled orders are 
beginning to lag behind or even to fall 
off, while iron production is still increas- 
ing, we begin to fear that the supply will 
soon exceed the demand and that an ele- 
ment of unsoundness is creeping into the 
trade outlook. 

This has occurred near the end of each 
of the last three booms in the steel busi- 
ness. In 1907 unfilled orders began to 
fall off early in the year, but iron pro- 
duction had so much steam up that it 
kept growing right up to the panic—the 
biggest month actually being October, 
just as the storm broke. 

In the little boom of the fall of 1912 
steel orders reached their maximum in 
December, but iron production touched 
a new high mark as late as the following 
May. 

The disparity between the progress of 
orders and the growth of production in 
each of these cases gave the observing 
investor a useful warning that the situa- 
tion was growing treacherous. 

The year 1915 has given another illus- 
tration of the way in which conclusions 
may be drawn from the relation between 
orders and production. From a produc- 
tion of 1,601,000 tons of iron in January, 
there was a rapid and continuous rise to 
2,853,000 tons in September. During 
this period steel orders were growing, 
but the increase was relatively slow un- 
til September. In September and Octo- 
ber unfilled tonnage felt the impulse and 
jumped up sharply. 

The reason of this was that the U. S 
Steel Corporation was not taking war 
orders direct. The big iron production 
was for the use of other companies. 

(he relation between the two figures, 
therefore, showed us pretty clearly when 
general business began to feel the in- 
lirect effect of the profitable war busi- 
ress, 

\ word should be said about the price 
of copper. As this metal is so largely 
used in enterprises which involve new 


construction, just as iron is, it might be 
expected that it would shed light on busi- 
ness conditions just as iron does. This, 
however, has not been the case in the 
past. A variety of special conditions 
has affected the price of copper and 
has prevented it from following the 
broad swing of commodity prices as 
closely as iron. 

In the bull market of 1909, for ex- 
ample, copper metal made scarcely any 
advance. The reason was that the 
world’s stocks of copper were then un- 
duly large. In 1906 and 1907 copper 
had been maintained at an abnormally 
high price by powerful manipulation, 
with the result of a big increase in pro- 
duction and a heavy accumulation of 
stocks on hand. In 1909 and 1910 the 
copper metal situation was still feeling 
the aftermath of this artificial control. 

In the last half of 1914 there was again 
a big accumulation of copper metal, be- 
cause of the checking of exports in the 
demoralized conditions of the early 
months of the war. In 1915, however, 
supplies of copper began to fall off with 
the growing use of the metal for war 
purposes, and the price rose sharply. 

It will be found that the price of cop- 
per depends mostly on this question of 
stocks on hand, and in the past the cop- 
per situation has been so controlled that 
supplies have not been strictly dependent 
on business conditions. There may be 
a change in this respect; still, the bulk 
of the world’s copper production is con- 
centrated at comparatively few mines 
and it is not a difficult matter for domi- 
nating interests to exercise a consider- 
able control over the price. 


Building Statistics 


A number of publications compile the 
total building permits for the principal 
cities of the country and publish com- 
parative figures from time to time. 

Building statistics show, in a broad 
way, the general condition of the real 
estate business for the country as a whole, 
but they do not give us any direct help 
in judging investment conditions, except 
in judging investment conditions, 

(To be continued.) 
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Some Long Range Observations at Close Quarters 





66 HE greatest bull market the 
world has ever seen,” so some 
of my exuberant friends char- 

acterize the present upswing in stocks. 

Which suggests to me a transposition 

of the title of that grand old hymn to, 

“When Will the Harvest Be?” 

Last fall Barton Sewall, one of the 
organizers of the American Smelting 
& Refining Co. and the venerable pres- 
ident of the Braden Copper Co., made 
a prophesy. Coming shortly before 
Mr. Sewall’s death it seems, now, to 
have been almost inspired, especially as 
it was the first prophecy I ever heard 
him make in our years of friendship. 
| had asked him the inevitable question 
as to what would happen after the 
war, and he answered, speaking slowly, 
as was his wont: “When the war is 
over there will be a period of expan- 
sion, speculation, and inflation, such 
as you have never seen, and such as 
| have never seen. Perhaps such as 
no one has ever seen.” Over the 
query as to how long it would last he 
pondered a moment and then replied: 
“Not six months but a year, maybe 
two, or even three or four years. After 
that—” and he ended the sentence 
with an expressive shrug. Shortly 
afterwards he passed to the life beyond, 
without realizing his last and greatest 
ambition—that of seeing Braden on a 
dividend basis. 

He was right in his prediction except 
that the movement seems to have be- 
gun before the end of hostilities. 


A Floating Gold Mine 


International Mercantile Marine is a 
floating gold mine. Speculative Wall 
Street is commencing to realize that 
there is considerable difference be- 
tween war orders “said to total” dizzy 
figures, and actual earnings on hand 
and in the bank. Strange perversity of 
fate! A little more than a year ago 
Marine was water-logged and sinking 
fast. Its stocks were “gutter-pups,” 
with none too poor to do them rever- 
ence. Now Marine is breasting the 


high seas of prosperity, and earning at 
the rate of something like 200 per cent. 
per annum on the preferred stock. No 
wonder the bondholders would like to 
“reorganize” on a basis which would give 
them something like 80 per cent. of 
the property. But with James N. Wal- 
lace, admittedly one of the keenest 
minds in the Street, heading the pre- 
ferred stockholders committee, and 
Charles H. Sabin numbered among its 
members, the chances for the bond- 
holders “putting anything over” are 
growing dimmer. The letter, which the 
preferred stockholders’ committee ad- 
dressed to Marine’s receiver, but which 
has not been published, contains some 
very interesting reading, with more 
than one reference to the great name, 
“Morgan.” Somehow the stockhold- 
ers succeeded in locating $14,000,000 
more of assets than the bondholders 
succeeded in finding. 
“They Always Come Back” 


Big men find it hard to retire. Har- 
riman tried to quit twice and couldn't. 
The big game of business is so fas- 
cinating that the “little” interests in 
life are not enough to engage an active 
mind still in its zenith of creative 
power. Carnegie and Rockefeller are 
the two great exceptions which prove the 
rule. George Whelan has returned to 
business. About a year ago he had com- 
pleted plans to give up all active partici- 
pation in business affairs. United Profit 
Sharing is the reason he has donned the 
buckler and sword again. While the 
company has made money from the start 
it has never approximated the rosy ex- 
pectations with which it was launched. 
The reason is that many who had a 
hand in directing its affairs did not real- 
ize that there is an essential difference 
between the trading stamp _ business 
and the profit sharing idea. Mr 
Whelan’s return to active ranks is a 
matter of personal pride. What bears 
the Whelan coat-of-arms must be synon- 
omous with success. There has been 
some thorough house-cleaning up at the 
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l’rofit Sharing offices and we may hear 
from this company again—marketwise— 
in the not very distant future. 


Daniel Guggenheim 

Daniel Guggenheim is another who is 
endeavoring to lighten the load of 
financial cares. He comes down now for 
only about a couple of hours a day and 
gives his attention to the most important 
and pressing of matters. When he is 
ensconced behind the flat mahogany desk 
in the huge green-carpeted and bronze- 
gilded room on the eighteenth floor of the 
Equitable Building, he is as inaccessible 
to the casual caller as the Czar of Russia. 
Without violating any confidence I may 
say that the Guggenheims are of the 
opinion that above 75 the stock of Gug- 
genheim Exploration is about high 
enough. However, there is no telling 
what the speculating public will do once 
it takes the stock market bit in its teeth. 
It is not generally known that Guggen- 
heim Exploration originally furnished the 
sinews of war for Utah Copper in the 
first instance. 


Utah’s Creator 

Speaking of Utah naturally brings the 
name of Donald C. Jackling to mind. 
Jackling came to town recently on one 
of his twice-a-year visits. The man who 
conceived the idea of mining low grade 
ores on a grand scale and made possible 
Utah, Nevada Consolidated, Ray, Chino 
and Alaska Gold has not been spoiled by 
the millions he has made for himself and 
his associates and followers. A little 
more ruddy of countenance, perhaps, 
then when I last saw him, but otherwise 
the same, solid, slow-speaking, affable 
genius that he always was. After all, 
truly great men can inherently never be- 
come “little,” no matter on what shores 
the waves of chance may fling them. 


Converse’s Profits 

E. C. Converse, I hear, has cleaned up 
something like $30,000,000 in the market 
during the last year. He is not a specu- 
lator, in the ordinary acceptance of the 
word, but a constructive big business fac- 
tor. His re-entry on the creative side of 
business and the market is one of the 
most significant straws which show the 
way the times are heading. 


Midvale Steel 


Rumor may always be depended upon 
to outdistance fact. Midvale stock 
holders got goose-flesh up and down their 
spines when the report went about that 
Marcellus Hartley Dodge was selling out. 
The whisper went re-echoing down the 
canyons of Broad street and Exchange 
place, that the son-in-law of John D. 
Rockefeller was jettisoning to the tune 
of 100,000 shares—or something like 
that. As a matter of fact the selling did 
not total 2,000 shares and was for the 
purpose of providing the Dodge estate 
with cash. Midvale was chosen because 
it showed more profits than some other 
securities. Seldom has a company 
started its career under more auspicious 
circumstances than Midvale. With no 
bonded debt, or other fixed liens, one 
class of stock without “water,” the best 
financial backing and the best technical 
talent available perhaps in the world, to 
say nothing of war orders sufficient to 
keep the plants running for two years 
even if no more were booked, this com- 
pany certainly seems to have come into 
being at a psychological time. Corey, 
Dickson, Dinkey, Monell—the names 
suggest the calling of the roll of Car- 
negie’s young old guard. 


Reid and “Can” 


Every time American Can pokes its 
head up these days some one hits it over 
the nose, which occasions great disap- 
pointment to those who look to see Can 
repeat its market gyrations of 1912-13 on 


a grand scale. I cannot vouch for the 
statement that the public now has the 
Reid holdings of Can stock, but at this 
writing Can certainly has none of the 
market characteristics of a Reid stock. 
American Ice Securities 


Those who ought to be in a position 
to know tell me that Ice Securities is in 
line for a small dividend before the end 
of the year. I hope it proves true, be- 
cause the holders of this security have 
been a patient and long suffering lot. The 
spring of the year is always the time to 
start a movement in ice and when the 
January thaw has run its course we may 


expect Ice to look up a bit. 
MURALL. 











Technical and Miscellaneous Inquiries 





The Broker’s Responsibility 


\. M. S., Albany, N. Y.—The disagreement 
between you and your broker seems to be due 
to a misunderstanding by him of your instruc- 
tions. If you wrote to your broker on October 
13 that you did not wish to sell your Corn 
Products stock, that canceled your order of 
September 26 and should have been so in- 
dicated on his books. If he neglected to do so, 
it is his liability provided, as you state, your 
letter made it clear that you did not want to 
sell your Corn Products stock. Inasmuch as 
he has sent you your N. Y. Central certificate 
and as we understand that you have not de- 
posited your Corn Products stock with him, it 
does not seem that you need to be concerned 
about the matter since it is rather up to him to 
prove that you did not cancel the sale than you 
to prove that you did. 


Fallacy of “Hedging” 


R. A. C., Chicago, I1l—The plan you suggest 
is not practical. If you buy stocks and sell 
short at the same time in the same stock, you 
are practically out of the market, because your 
two trades exactly balance each other. You 
would, therefore, continue out of the market, 
except that you would be paying interest and 
taxes until you closed one of the trades. If 
you closed a short trade, you would then be- 
come long, and vice versa. 


Reliable Firms 


F. S., San Francisco, Cal—If you deal with 
firms which are members of the New York 
Stock Exchange you should have no trouble 
in obtaining proper deliveries of stock pur- 
chased. There are several reliable Curb 
houses advertising in this magazine. 


Execution of Orders 


Y. E. E., Lynchburg, Va—If you can show 
that your broker received your order and did 
not execute it properly we are of the opinion 
that you have a case against him. If the firm 
is a member of the New York Stock Exchange 
you can lay your case before the Board of 
Governors and they will investigate and act 
upon it if they decide in your favor. If you 
intend to start legal proceedings it would seem 
the wisest thing to do to close your account 
and draw out your money before taking legal 
action. 


Uniform Dividends 


F. D. C., Toronto, Canada.—Corporations 
do not usually increase the dividend rate of 
their stocks unless they feel fairly confident 
that they can maintain the increased rate in 
future years. In order to give a stock good 
investment standing, it is desirable that the 


dividend rate should be uniform from year to 
year, so that investors may know what to ex 
pect. When the par value of a stock is less 
than $1, the term “point” is usually applied tu 
each movement of one cent. 


Interest Charges 


D. R. W., Dubuque, Ia—In New York State 
there is a special provision which allows brok- 
ers to charge at the “prevailing rate” of in- 
terest even if that be above 6 per cent., but 
competition keeps such interest charges from 
becoming extortionate except in panicky 
times. We are not informed if that same 
regulation exists in Iowa. From such data as 
we have in your case, it seems that your 
broker has charged you too high a rate. Ask 
him to show you what he had to pay for time 
money during the time he charged you 10 
per cent. Then you can decide whether the 
10 per cent. rate was excessive. 


Noyes, Merriman & Co. 


Norman Merriman and William Kloecker, 
Jr., formerly of Sheldon, Morgan & Co., 
and Thomas E. Noyes, a member of the 
Consolidated Stock oo Seay have formed 
a co-partnership. They will transact a gen- 
eral investment business under the firm 
name of Noyes, Merriman & Co., at No. 27 
William street. 

Mr. Merriman will be remembered as a 
frequent contributor to THE MAGAZINE oO! 
WALL STREET. 


Atchison 


A letter just issued by Messrs. A. A. 
Housman & Co., 20 Broad street, New 
York, gives a summary of conditions affect- 
ing Atchison. The point is made that the 
common as a 6 per cent. dividend payer is 
at the present time selling considerably be- 
low its true value. 


Investment Notes 


Under the title, “Consolidated Gas, Its 
Preemience, Vast Equities and High Invest- 
ment Status,” J. Frank Howell, of 52 Broad- 
way, has published a circular for investors, 
dealing with the varied important factors 
which bear upon the position of the securi- 
ties of that company. 


Keane, Zayas & Potts, of 15 Broad street, 
are offering to investors a part of an issue 
of $3,000, 6%, series “B” bonds of the 
Cuban Mortgage Bank, on a basis to yield 
about 6.54%. The circular describing this 
issue gives the history of the institution and 
its present financial condition. The balance 
sheet, which is submitted, is certified by the 
firm of Haskins & Sells, certified public ac- 
countants. 
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Old Factors Discounted in Cotton 





By C. T. REVERE 





LTHOUGH cotton has rallied about 
50 points from the lowest level of 
the recent depression, the market 
at present lacks tendency and speculative 
interest is at a very low ebb. It is gen- 
erally conceded that the factors influential 
in the rise to the high level of early Octo- 
ber have been discounted and new ele- 
ments will be required to produce another 
advance. To all but the most extreme 
bears it is apparent that the factors which 
caused the decline to the basis of 11.40 
for January and 11.60 for March also 
have been discounted. 

The market looks as if it was in a 
thoroughly liquidated condition in spite 
of the fact that the bulls talk about an 
extensive short interest and the bears are 
confident that the long interest is suffi- 
ciently large to be a menace to a further 
rise in prices. Observers without market 
bias, however, will be inclined to admit 
that the market is in a well liquidated 
condition and that it will require fresh 
factors to produce a decided movement in 
either direction. 

The Southern spot situation has come 
in for a good deal of attention. Con- 
siderable stress was laid, early in October, 
on the big speculative accumulations of 
spots in the South. There is no doubt 
that these claims were valid at the time 
they were made but the decline of 180 
points was sufficient to correct these con- 
ditions. While a farmer producing ten 
bales of cotton might hold his crop in the 
expectation of ultimately higher prices, a 
merchant with two thousand bales bought 
trom the farmers would not feel quite so 
comfortable over the spectacle of a rapid 
decline. He would be inclined to sell 
contracts against his holdings or else get 
rid of part of his accumulations at a 
sacrifice in price. 

It was quite notable that during the 
final stages of the decline, offerings of 
cotton were heavy and insistent. It was 
instantly and perhaps erroneously as- 
sumed that all these offerings came from 


weak Southern holders. Those familiar 
with the speculative tendency of the 
Southern shipper, however, are inclined 
to believe that many of these merchants in 
an effort to profit by declining markets 
and the expectations of a still further 
slump, sold ahead rather freely in the 
hope of being able to cover their con- 
tracts at a still lower level. For this rea- 
son it seems only fair to assume that the 
short interest in spot cotton—cotton sold 
ahead by shippers without covering— 
furnishes a pretty fair offset to the 
amount of “distressed” cotton that might 
come from holders who are financially 
weak. 

In the last two weeks we have had 
several estimates on the size of the crop. 
These have come from firms with good 
statistical reputation and also from so- 
called traveling crop “experts.” The 
trade was very much interested in the 
estimate of F. M. Cordill, the best known 
of the traveling crop “experts” who es- 
timated the crop at 12,890,000 bales 
actual growth and including linters. Mr. 
Cordill’s estimate is the highest issued by 
any of the better known crop “experts.” 
On the other hand, one well known New 
York commission house places the crop 
at 11,950,000 bales including linters. 

It is needless to say that these estimates 
are guesses. No man by crop observation 
or requests from correspondents can give 
more than a general idea of the size of 
the yield. The cotton trade is gradually 
being weaned away from this basis of 
calculation and is inclined to wait for the 
various census reports to get a line on 
crop production. Calculations based on 
the Census ginning returns are as ac- 
curate as estimates of election pluralities 
or majorities after a fairly large propor- 
tion of returns from certain districts are 
in. The statistical method is sound and 
in fact the only sound one which has ever 
been given to the cotton trade. 

Trade estimates of the amount of cot- 
ton ginned prior to November 14 call for 
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about 8,730,000 bales. This would mean 
approximately 5,830,000 bales ginned 
from September 25 to November 14. 
Comparisons, of course, should be made 
with the short crops of 1909, 1910 and 
1912, when approximately 55 per, cent. 
of the crop. was ginned for the first two 
seasons and 54.1 per cent. for the latter 
season for the fifty day period from Sep- 
tember 25 to November 14. If, however, 
one should take the average percentage 
during the last six years, the crop would 
figure out only about 11,060,000 bales ex- 
clusive of linters. On the basis of the 
percentages of the three large crop years 
mentioned, the indicated production ex- 
clusive of linters would be well under 
11,000,000 bales. 

On the basis of census calculations, to 
which the trade is gradually becoming 
converted, the crop will hardly be more 
than 11,000,000 bales exclusive of linters, 
notwithstanding claims of big additions 
to the yield through late development and 
top crop, owing to the mild weather which 
prevailed in the South up to the frosts of 
November 15. 

The commercial attaché of the United 
States, stationed at The Hague, Holland, 
in a report published on November 8 in 
“Commerce Reports” gives some interest- 


ing figures on continental consumption 
and stocks of cotton in Europe. The total 
continental mill consumption for 1914-15 
is put at 5,730,000 bales of 500 pounds 
each, which is 1,767,500 bales less than 
the year before. Direct imports from the 
United States were 4,017,379 bales, which 
is 1,367,639 bales less than the previous 
year. Cotton derived from other sources 
than direct importation from the United 
States is 1,712,621 bales in 1914-15, 
against 2,112,482 in the previous year. 
Deducting the Russian crop of 900,000 
bales, there remains 812,621 bales in 
1914-15 derived from still other sources. 
Very little cotton could be received from 
Egypt or India, so this difference must 
be largely made up from the depletion of 
stocks. These calculations and estimates 
leave out of account the unknown factor 
of cotton used for gunpowder and other 
explosives. 

The market is in more or less of a dead- 
lock at present and bearish factors are 
pretty generally recognized while bullish 
factors are believed to be non-existent. 

With the rate of exchange hardening, 
it seems likely that a way will be found 
to export cotton, and with this develop- 
ment the chief bear influence would dis- 


appear. 








EKurope’s Wheat Crisis 





By P. S. KRECKER 





OR weeks the wheat trade has been 
F asking the question, “How long 
will Europe find it possible to con- 

tinue playing the waiting game?” Stocks 
of wheat abroad have been permitted to 
dwindle until they have reached a dan- 
gerously low margin in some countries 
where an unusually early winter has set 
in. This situation has been known to 
the American trade which has expected 
momentarily a sharp revival of foreign 
buying. But day after day European 
buyers have deferred their purchases, 
contenting themselves with buying al- 
most from hand to mouth. There are 
signs that at last this policy of procrasti- 
nation will have to give way to one of 


, 


action. The most significant of these 
signs has been the recent intimation from 
abroad that the British and _ Italian 
governments are seriously considering 
the suggestion that they relieve the con- 
gested freight situation by requisitioning 
ships and making arbitrary reductions in 
rates. Commandeering private vessels 
and regulating freight rates are distress 
measures which could only find justifica- 
tion in a crisis. That crisis evidently is 
the menace of dwindling supplies which 
must be replenished at the earliest pos- 
sible moment. Ordinary channels of 
transportation having failed to relieve the 
situation, the foreign governments are 
driven to extraordinary steps to provide 
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their peoples with sufficient foodstuffs. 
Evidently Europe needs wheat badly. 

It has been to the interest of large 
wheat dealers of Chicago to repress 
bullish enthusiasm. They unquestion- 
ably have entered into arrangements with 
foreign governments through their New 
York agents for the purchase of wheat 
at the most reasonable price possible. 
This export buying has been going on 
steadily although, as already suggested, 
in insufficient volume to supply needs. 
The question is, How long can such spec- 
ulation be held in check? At the mo- 
ment there are no signs of any operations 
by important speculative bull interests. 

Efforts have been made to place a 
bearish construction on the most bullish 
recent development just mentioned in the 
policy of government requisition of ships. 
It is contended that these ships will be 
diverted to Australia and Canada where 
the British government supposedly has 
large stocks of wheat awaiting shipment 
and that American wheat will move last 
and least. The bears are silent, however, 
on the fact that at most Australian 
wheat will be a mere drop in the bucket 
of Europe’s wants. Just how much 
wheat she has available for export is an 
open question. Some authorities do not 
concede more than 40,000,000 bushels. 
They base this view on recent statements 
that the crop has been overestimated. 
[t is admitted in well informed circles 
that the Australian export surplus is 
smaller than was expected earlier in the 
season. Further bulls contend, with 
reason, that the distance Australia is re- 
moved from the ports of destination com- 
pared with this country will inevitably 
place her at a disadvantage. That Great 
Britain will take Canada’s wheat in 
preference to American wheat has been 
conceded at all times, but there are other 
buyers besides Great Britain who must 
have wheat in huge volume and the 
United States is the nearest source of 
supply. After the problems of transpor- 
tation are solved this bullish aspect will 
be apparent to all. What applies to 
\ustralia also applies to Argentine. Even 
admitting that country to have as much 
as 100,000,000 bushels available for ex- 
port, distance is a handicap which even 
government requisitioning of ships can- 


not overcome. It costs approximately 
twice as much to ship wheat from 
Argentine to Europe ‘as it does to ship 
from the United States. 

Next to the export situation interest is 
centered in the evident effort of shippers 
to take full advantage of the remaining 
period of lake navigation. The lake route 
will be closed after December 15 and con- 
gestion of channels of transportation may 
be expected. There is the question of 
car supply to consider. Railroads are 
rapidly reducing their car surplusage. 
The bearish view is that, with the suspen- 
sion of navigation and the increasing ex- 
haustion of the car surplus, accumulation 
of wheat will take place in the western 
markets and the visible supply begin to 
crawl up on that of last year. On the 
other hand the bulls point to the fact that 
last season the suspension of navigation 
was followed by a sharp upward move- 
ment in prices and they are inclined to 
look for a repetition of that advance this 
year. It is but fair to admit that condi- 
tions are different this year. In 1914 
foreigners were scrambling wildly for 
our wheat. Foreign markets were ex 
cited and very high. There was no co 
operative buying ; competition was sharp 
and urgent. These features are lacking 
this year. 

The outstanding characteristic of the 
future market just now, is its firm resist- 
ance. Prices remain strongly entrenched 
above the dollar mark and no amount of 
discouragement and revival of bearish 
ideas has been able to dislodge them. The 
bulls have been forced to contend with 
constant reiteration of the ‘government 
estimate of a billion bushel crop. They 
have had to face the knowledge that the 
world supply of foodstuffs of all kinds 
is very large. Long expected urgent 
buying for export requirements has been 
deferred until patience is near the break 
ing point. To add to their discourage 
ments they have the views of some 
authorities that, high as was the govern 
ment estimate on the crop, it actually 
underestimated the Spring wheat yield. 
Then, too, there is a disposition to min- 
imize the extent of the winter wheat de- 
terioration. Still the market holds firm 
and reflects the widespread conviction 
that dollar wheat is cheap in war times. 














HOUSTON OIL 
A Promising Independent Oil Company 





OUSTON OIL COMPANY OF 
TEXAS is one of the independent 
oil companies in which considerable in- 
terest has been displayed. Its shares are 
actively dealt in on the New York Curb. 
Company was organized in 1901 in 
Texas. Capitalization consists of $20,- 
000,000 common and $8,947,600 6 per 
cent. preferred and $5,947,610 6 per cent. 
timber certificates. 

Company now owns outright, eight 
hundred thousand acres of timbered oil 
lands in southeastern Texas and in 
Louisiana. These lands, which aggre- 
gate more acreage than is contained in 
the State of Rhode Island, are situated 
in counties adjacent to the Gulf Coast 
and in regions that are constantly being 
developed for agricultural purposes, as 
well as for their oil resources. Much of 
the acreage in the State of Texas is lo- 
cated in or close to proven or semi-tested 
oil territories ; for example, 14,000 acres 
are adjacent to the Vinton field and 4,000 
acres adjoin the Spindletop field—182,- 
457 acres are in the region of the Sara- 
toga, Soul Lake and Batson Pools, and 
19,993 adjoin the Humble field. In some 
of these regions the company, through 
its subsidiary, The Higgins Oil & Fuel 
Company, is actively developing its own 
land, while in other regions it has leased 
its oil lands to other producing com- 
panies on a royalty basis. 

The timber standing on the company’s 
property at present is estimated at about 
3,230,601,000 feet of yellow pine; about 
479,446,000 feet of hard woods and 
cypress and 2,212,200 ties. The com- 
pany has a contract with the Kirby Lum- 
her Company, which was made in 1901 
and readjusted in 1908, which calls for 
the cutting and selling of its yellow pine. 
This contract provides that the Lumber 
Company must pay for 250,000,000 feet 
of lumber per annum to July, 1911— 
281,250,000 feet per annum until July, 
1916, and thereafter until contract is 
completed, 312,500,000 feet per annum— 
all to be paid for at the rate of $5 per 
1,000 feet in semi-annual installments. 
This contract is being carried out in ac- 


cordance with the above terms and the 
company’s income account, from its lum- 
ber sales for the year ended September 
30, 1915, was $1,406,250. 

Should the Kirby Company default in 
any of its payments, the Maryland Trust 
Company of Baltimore as trustee for the 
timber certificate holders, is entitled to 
take possession of its plant and operate 
same. The value of the Kirby plants 
and other assets of that company are es- 
timated to exceed over $3,000,000. The 
very advantageous terms of the Kirby 
contract, however, preclude any reason- 
able nossibility of failure to carry out the 
terms of same, to the letter. 

For the year 1914, the company pro- 
duced 173,000 barrels of oil. While this 
production may appear small in view of 
the company’s large holdings, it is attrib- 
uted to the depression in the crude oil 
market during 1914, as a result of which 
but little development work was done in 
that year. 

With the improved conditions now pre- 
vailing in the oil business, the compan) 
is taking steps to actively develop its 
properties for the production of oil, and 
it is anticipated it will soon become one 
of the large crude oil producers of the 
State in as much as some of its properties 
are located among the best oil territory 
in the State. 

To provide sufficient money to carr) 
on the development of its lands for addi- 
tional oil production, the company re- 
cently arranged to dispose of some of its 
acreage to settlers, for agricultural pur- 
poses, receipts from which will furnish 
ample cash for oil development work. 

Company places a valuation on its tim 
ber and lands of only $13,445.69! 
Amount of cash to be received between 
now and 1925 from the Kirby Lumbe: 
Company for lumber alone or almost 
$20,000,000—the value of the acreag: 
for agricultural purposes, conservativel) 
estimated at $16,000,000—and the value 
of the uncut timber not covered by the 
Kirby contract—over $3,500,000. 

Company is paying 6 per cent. per an- 
num on its preferred stock at present. 
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EUROPE’S GOLDEN FLOOD 
(Continued from page 221.) 


$75 a share on the stock. These or- 
ders are not subject to cancellation. 
Much of the company’s profits come 
from royalties as it controls all the 
patents for the Holland type of sub- 
marine. 


Crucible Steel 


One of the so-called war stocks that 
has had an enormous rise and about 
which all sorts of rumors have been 
circulated is Crucible Steel. Rumor 
had it that its munition orders were at 
least up to the $100,000,000 mark, but 
according to an official statement by 
the company this estimate was $83,- 
000,000 too high, the proper figure be- 
ing $17,000,000. Crucible Steel, how- 
ever, is not depending on war orders 
for its present prosperity. The com- 
pany, it is officially stated, is at the 
present time producing every pound 
of tool steel possible. Profits are said 
to be now running as high as $1,000,- 
000 a month. There is $25,000,000 
common stock outstanding and $25,- 
000,000 preferred, on which latter 
23% back dividends are due. A bril- 
liant future for Crucible is predicted 
whether war ends or not. 

Baldwin Locomotive contracts for 
war munitions are reported to total 
about $100,000,000, but this has not 
been officially confirmed. Profits from 
this business are estimated from $12,- 
000,000 to $20,000,000. This would be 
equal to 60% and 100% respectively 
on the $20,000,000 outstanding com- 
mon stock. Baldwin’s contracts are 
believed to have cancellation clauses 
however and in the event of the war 
suddenly terminating the large per- 
centage of these profits would be lost. 
(here is a distinct lack of official in- 
formation in regard to present and 
prospective earnings of this company. 

\nother stock that has had a big 
appreciation in market value because 
of reported war orders is American 
Car & Foundry. President F. N. 
Eaton has announced that they total 
only $7,361,000 gross. This would 
hardly justify the advance the stock 
has had. It is persistently rumored, 


however, that the Canadian Car & 
Foundry Co. will place a large order 
with the American Car Company 
shortly. New York Air Brake has war 
orders totaling $20,242,000 and is ne- 
gotiating for more. There is $10,- 
000,000 capital stock and it is esti- 
mated that profits this year and for 
1916 should total close to $90 a share. 
The company has been very successful 
in turning out shells to date and ex- 
pects shortly to be making 10,000 a 
day. Profits already on hand from 
war business are said to be beyond 
the $3,000,000 mark. 

Westinghouse Air Brake has of- 
ficially announced $18,000,000 war or- 
ders but states that due to heavy out- 
lay for machinery, etc., profits must 
be very conservatively estimated. 
Other prominent American companies 
whose securities are actively traded in 
that have secured war business are 
as follows: (Official figures) Lacka- 
wanna Steel, $7,000,000, for rails and 
steel; Studebaker Corp., $20,000,000, 
for harness and vehicles ; International 
Steam Pump, $7,500,000, for shells; 
Chicago Pneumatic Tool, $7,000,000, 
for shells, etc.; American Woolen, 
$38,000,000, blankets and cloth; United 
States Steel, $20,000,000, steel. Pressed 
Steel Car has received large war or- 
ders but their exact amount is not 
known. It is estimated, however, that 
profit from these orders will amount 


to close to $5,000,000. 


Exports of Explosives 


Exports of explosives from the 
United States for the month of Au- 
gust totaled $14,658,057, as compared 
with but $349,163 in August, 1914. Ex- 
ports in July were $16,425,892, and in 
June $11,689,744. Variations in ship- 
ments from month to month are to 
be accounted for by the difficulty of 
securing shipping space. Of course, 
these figures will be greatly exceeded 
in months to come, as but few of the 
American companies manufacturing 
war material have reached their ca- 
pacity output. 


One company that has received 
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much of the cream of the war orders 
and whose securities are well known 
and traded in here, is Canadian Car 
& Foundry. Its munitions orders to 
date are estimated to be at least 
$250,000,000. The company has not the 
capacity to handle all this business and 
much of it has been farmed out to 
American concerns. For the year 
ended September 30, 1916, it is offi- 
cially announced that gross business is 
expected to exceed $150,000,000, as 
against $27,000,000 gross in the best 
previous year. It is estimated that 
this should mean profits of at least 
$20,000,000, equal to 150% on com- 
bined issues of preferred and common 
stock. The preferred shares share 
equally with the common after 7% has 
been paid on both. Dominion Steel 
Co. and Steel Co. of Canada are other 
Canadian concerns that are benefiting 
from the war. The latter has con- 
tracts for all the shells it can make for 
the duration of the war and for three 
months after. Profits are said to be 
running at rate of 26% on the capital 
stock. 
Investment Possibilities 

The companies mentioned in this 
article are those in whose securities 
the general public is interested. They, 
however, account for only the smaller 
part of the war orders taken in this 
country. There are all the powder 
companies, also the rifle and cartridge 
companies. Hundreds of lesser com- 
panies are supplying the Allies with 
wearing apparel for the army, also 
food and camp equipment, and numer- 


ous other articles. New companies are 
being formed to get into what might 
be called the American end of the war 
game. The new Midvale Steel Co. is 
taking large orders and the newly 
formed Maxims Munitions Co. has big 
contracts pending. 

Do the securities of any of these 
companies look attractive as a per- 
manent investment? We are inclined 
to answer this in the affirmative. Some 
of them seem to stand the test. Bethle- 
hem Steel, regardless of when the war 
ends, has profits of $500 per share in 
sight in the next two or three years. 
When this is considered in connection 
with the splendid domestic business it 
has built up, present market price of 
the stock does not look so high. 
Westinghouse also offers good pros- 
pects for a long pull purchase with $26 
a share from war business practically 
assured, and domestic business in a 
highly flourishing condition. Among 
other stocks on whose war orders and 
prospective profits the investor has 
definite information, are New York Air 
Brake, Canadian Car & Foundry and 
Submarine Boat. All these companies 
have already proved their ability to 
make war supplies at a large profit. 

What the immediate market course 
of these stocks will be it is, of course, 
impossible to tell. There is undoubt- 
edly great value behind them, however. 
and that is what the investor wants 
to know about, as no matter how 
disastrous a break may occur in the 
war stocks, those with real value are 
bound to recover. 





RAY HERCULES 





J. P.—Ray-Hercules seems to be a stock 
with some speculative possibilities. It was an- 
nounced on October 20, 1915, that this new 
holding company had been organized with an 
authorized issue of 1,500,000 shares of stock 
of a par value of $5 each, of which 500,000 
shares were offered for sale. The properties 
of the operating company consist of 207 acres 
in one compact and continuous group of claims 
in the Ray Mining district of Arizona, adjoin- 
ing the Ray Consolidated. It was said that up 
to that time about $200,000 had been expended 
in development work and drilling under the 
direction of Henry Krumb, who supervised 
the original drilling of the Ray Consolidated 
and the Inspiration properties. It was claimed 


exploratory work had demonstrated existence 
of 4,400,000 tons of concentrating ore, aver 
aging 2.36% copper on area of 13% acres, or 
less than one-fifteenth of the company’s claims. 
The board of directors is composed of the fol 
lowing: August Hechscher, a director of the 
New Jersey Zinc Co.; J. Guthrie Hopkins, a di 
rector of the Arizona Copper Co.; E. P. Earle, 
vice-president and chairman of the finance 
committee of the Granby Consolidated ;. Geo 
A. Huhn, banker of Philadelphia; W. F. 
Bartholomew, of Tucker, Hayes & Bartholo 
mew, of Boston, Mass., and Frank C. Arm- 
strong, of New York. Mr. Armstrong is presi- 
dent, and Henry Krumb is consulting engi- 
neer. 





